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A IRON MOUNTAIN: 


lron Mountain Incorporated (NYSE:IRM) 

helps organizations around the world 

reduce the costs and risks associated with 
information protection and storage. We offer 
comprehensive records management and data 
protection solutions, along with the expertise 
and experience to address complex information 
challenges such as rising storage costs, 
litigation, regulatory compliance and disaster 
recovery. Founded in 1951, |ron Mountain is a 
trusted partner to more than 90,000 corporate 
clients throughout North America, Europe, Latin 
America and Asia Pacific. For more information, 
visit our website at 
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IRM STOCK PERFORMANCE GRAPH 


(AS OF 3/31/2007) 
YEAR FOUNDED: 1951 


MAJOR SERVICE LINES: 
Records Management Services 
Data Protection and Recovery Services 
Information Destruction Services 


EMPLOYEES: 18,600 
CORPORATE CLIENTS: >90,000 
FACILITIES WORLDWIDE: 953 


2006 FINANCIAL RESULTS: 
Revenues: $2.4 billion 
OIBDA”: $616 million 
Net Income: $129 million 
EPS-Diluted: $0.64 


Iron Mountain 
@ S&P 500 
@ Russell 1000 
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iN 


IRON MOUNTAIN 2006 ANNUAL REPORT 


FINANCIAL HIGHLIGHTS 


(AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA) 
Total Revenues 

Storage Revenues 

Gross Margin (excluding depreciation) 
Operating Income 

Operating Income as a % of Total Revenues 
OIBDA () 

OIBDA as a % of Total Revenues 

Interest Expense, net 


Income from eal al Operations 
per Share — Diluted @ 


Net Income per Share — Diluted () 


2002 


$1,318,497 
759,536 
52.8% 
252,586 
19.2% 
361,578 
27.4% 
136,632 


0.33 


0.30 


2003 

$ 1,501,329 

875,035 
54.7% 

304,893 
20.3% 

435,801 
29.0% 


150,468 


0.43 
0.43 


2004 

$ 1,817,589 

1,043,366 
54.7% 

344,496 
19.0% 

508,125 
28.0% 


185,749 


0.48 
0.48 


2005 
$ 2,078,155 
1,181,551 
54.9% 
386,784 
18.6% 
573,706 
27.6% 
183,584 


0.57 
0.56 


2006 
$2,350,342 
ieenleg 
54.3% 
407,187 : 
173% 
615,560 
7 26.2% 


194,958 


0.64 
oes 


(1) Operating income before depreciation and amortization. See Item 6 on p.21 of the accompanying Annual Report on Form 10-K for a reconciliation of OIBDA to Net Income. 


(2) All per share amounts have been adjusted to reflect the three-for-two stock split effective December 29, 2006. 
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MAXIMIZE OUR CORE PHYSICAL BUSINESSES 


Approximately three-quarters of the $6 billion of capital we have invested in our company has been to 
develop leadership in the physical services businesses in North America and the U.K. These businesses 
form the foundation upon which Iron Mountain is built and provide the cash flow required to fund 
expansion into new business lines and geographies. Maximizing our core physical businesses by driving 
operational uniformity and selling efficiencies is our top priority and is yielding both market share gains 
and margin accretion. Operational uniformity is important to our customers because the consistent 
application of a well-developed records management program is the key to compliance. Further, we 
are investing to elevate the level of security in what we believe are already the most secure operations 
in the industry. We understand and appreciate the value of these core businesses and remain focused 
on protecting and improving them because it is the strong financial performance of these businesses 
that afford us the ability to invest margin and capital expenditure dollars into our three other strategic 
themes to create an even larger, more profitable Iron Mountain. 


ESTABLISH LEADERSHIP IN OUR DIGITAL MARKETS 


Our Worldwide Digital Segment is comprised of three service categories: digital data protection, 
eRecords management and intellectual property management. All of these services are experiencing 
considerable success in the marketplace. We have positioned ourselves as the market leader in PC and 
remote server backup through our acquisitions of Connected and LiveVault. Just as in our core physical 
business, eRecords management is the largest long-term opportunity we face in our digital business. We 
entered this business by becoming a trusted solutions provider in SEC compliant email archiving, serving 
some of Wall Street’s largest companies with the most complicated email archiving problems. We are 
now focusing our attention on bringing new solutions to a broader market in eRecords management and 
driving our cost of operations down. 
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EXTEND OUR ABILITY TO INTEGRATE PHYSICAL AND DIGITAL INFORMATION 


As a large custodian of both paper and digital records, both online and offline, Iron Mountain is well 
positioned to be a leader in integrating physical, digital and hybrid records to help our customers compre- 
hensively manage their records, regardless of format or location. We are creating tools and deploying 
specialized storage environments that provide our customers with end-to-end information protection 
and storage solutions. Examples include “scan on demand” services, where we scan and digitally store 
files for customers as they are retrieved in the normal course of that record’s lifecycle, and programs that 
integrate physical documents and online information into a hybrid, online file to increase our customers’ 
speed of access to the information while lowering their operating costs. We expect this business to drive 
significant storage and service revenues in the years to come. 


EXPAND OUR GLOBAL SERVICES PLATFORM 


Eleven years ago we operated in only 26 U.S. markets. Today our physical business footprint spans 37 
countries on five continents. Our digital services and systems are deployed in 75 countries. We are 
uniquely positioned to capitalize on our customers’ need for services on a world-wide basis. Our largest 
customers want a single point of accountability in their service provider and this gives us a strong 
competitive advantage. Building out the Iron Mountain footprint, in both physical services and digital 
services, is a fundamental promise we have made to our customers and represents a significant growth 
opportunity for us. 


We are using many strategies to complete our global footprint expansion. In Continental Europe, the 
future will lean more heavily on organic growth, augmented with some acquisitions, based on customer 
demand and market demographics. Organic expansion requires less capital investment than our tradi- 
tional acquisition strategy and impacts near-term overall enterprise margin accretion, but will generate 
higher returns on capital over the long term. In Asia Pacific, we have made good progress in the last two 
years through a combination of acquisitions and joint ventures. Our most recent joint venture gives us 
market presence in China and throughout Southeast Asia. Joint ventures, which we have used successfully 
since 1999, allow us to expand quickly and mitigate the risks of entering a new geography. Looking ahead, 
we will target markets where our global customers have the greatest need and where the local economy 
can support acceptable growth rates and returns. In some smaller markets, we may choose to license 
our technology or enter into marketing agreements rather than acquire a business, or enter into a joint 
venture. Our goal is to be where our customers need us to be and we are well on the way to achieving it. 
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Our objectives in this annual report remain the same as 

in the past: to examine our operating results, review the 
progress made in 2006 towards accomplishing our tactical 
and strategic goals, and to share our views about our future. 


C. Richard Reese 


Chairman and Chief Executive Officer 
Iron Mountain Incorporated 


TO OUR SHAREHOLDERS: 


In 2006, Iron Mountain performed well, as we expected. We met or exceeded all of our targets for 
revenues, operating income, operating income before depreciation and amortization (OIBDA) and 
internal growth. Revenue growth remained strong as total revenues increased by $272 million, or 13%, 
and internal growth was 9%, at the top end of our forecasts. A fundamental driver of the business, our 
storage revenue internal growth rate, continued to strengthen in 2006, reaching 10% for the year, up 
from 9% in the prior year. OIBDA rose 7% to $616 million and EPS rose 14% to $0.64 per diluted share. 
OIBDA margins came in on plan at 26.2%. Capital spending was up in comparison to 2005, driven 
primarily by the strong growth of storage revenues, as storage is the most capital intensive service we 
provide. In addition, we took advantage of some local market opportunities to purchase, rather than 
lease, certain storage facilities, resulting in higher than average real estate capital spending. 


Our North American Physical Business Segment, the foundation upon which our company is built, had a 
strong year both financially and operationally. This segment, which represents 71% of our consolidated 
revenues, is comprised of the operating units for physical records management, data protection, secure 
shredding, fulfillment and consulting services in the U.S. and Canada, along with our corporate over- 
head functions. This segment continued to strengthen as total revenues increased 9% to $17 billion. 
Storage revenue internal growth exceeded 8%, driven primarily by increasing growth rates in the paper 
records management business. During the year we reported the highest storage internal growth rates 
we have seen since 2002, reflecting improved sales productivity and a more positive pricing environ- 
ment. The service revenue internal growth rate was 8% in 2006, led by the paper records management 
business and strength in our fulfillment and secure shredding services. Underlying improvements in 
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gross margins in this segment were masked by invest- 
ments in transportation management infrastructure, 
information technology and marketing, resulting in 
contribution margins down slightly from 2005. Some 
of these investments are expected to contribute to 
future margin accretion. 


We remained active in expanding and developing our 
International Physical Business Segment in 2006. This 
segment represents 23% of our enterprise revenues, or 
$539 million, and grew 24% in 2006. Our International 
Physical Business Segment contains the operations of 
our core physical businesses outside of the U.S. and 
Canada. About two-thirds of our total growth in this 
segment came from acquisitions. Our focus remained 
on footprint expansion in Asia Pacific to support our 
global customers and to enter new markets that 
have significant long-term growth potential in their 
own right. We entered 2006 having just completed a 
major acquisition in Australia/New Zealand, our first 
entry in the Asia Pacific region, and we exited 2006 
with new operations in India and six more countries 
in Southeast Asia, including China. In Europe and Latin 
America we focused on footprint expansion to fill in 
national markets, enter several new country markets 
and to extend the distribution of our core products. 
We established a national secure shredding platform 
in the U.K. and entered new market joint ventures 
in Poland and Russia. In our international expan- 
sion program we have often employed joint venture 
structures with local partners to increase the speed 
and reduce the risk of rapid international expansion. 
During the year we purchased the remaining equity 
interest of our Mexican partner and we now own 98% 
of our international revenues and have a minority 
interest liability of less than $6 million remaining on 
our balance sheet. 


Internal growth accounted for the balance, or about 
one-third of the total 2006 revenue growth in the 
International Physical Business Segment. Internal 
growth improved to 8%, up from 3% in 2005, due 


entirely to improvements in Europe. In the near term, 
improving growth rates in the International Physical 
Business Segment will be dilutive to overall margin 
accretion as these businesses are generally below 
scale on a local basis and initially operate at lower 
margins. The smaller average size of these business 
units combined with the need to build management 
and sales infrastructure result in margin performance 
below that of the more developed North American 
Physical Business Segment. In 2006, Europe added to 
and strengthened its teams in the areas of leadership, 
sales and financial management. In Asia Pacific, we 
accelerated planned building relocations to recognize 
future savings but suffered margin decline to pay 
for these moves. At the same time we expanded the 
team and successfully completed major projects to 
separate the Australian and New Zealand businesses 
from the post-acquisition support services provided 
by their previous owner. These included creating 
IT, human resources and accounting and financial 
management functions, standing up new systems, 
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hiring and training staff and converting legacy data. 
The team’s performance was exceptional for this 
complex task. We believe that over time when we 
slow down the acquisition of new international foot- 
print operations and we complete the management 
infrastructure investments, this segment will expand 
margin while maintaining strong growth. 


The International Physical Business Segment perfor- 
mance suffered as a result of a fire that destroyed one 
of our London facilities in July, 2006. Thanks to the 
efforts of our staff and the local fire brigade, there 
were no injuries. The loss of revenues from destroyed 
records and expenses for clean-up, investigations and 
additional security caused a reduction in segment 
results of about $4 million of revenues and $9 million 
of contribution for the year. Our team performed 
exceptionally well recovering from this event and 
keeping customer service levels as close to normal 
as possible under the circumstances. Our customers 


have remained supportive, and, while we have strong 
fire prevention and protection programs in place, we 
continually invest in upgrading these systems in facili- 
ties that we occupy as a result of acquiring another 
company or relocating to newer, better protected 
sites when remediation was not feasible. We will 
continue to invest here as we set the standard for our 
industry on a global basis. 


Our third segment, Worldwide Digital Business, repre- 
sents 6% of our revenues. This business is organized 
to operate on a global basis and its technology 
solutions are currently deployed in 75 countries. We 
now have more than 10 petabytes of customer data 
under protection. This segment is comprised of three 
core service lines: digital data protection, eRecords 
management and intellectual property manage- 
ment (IPM). Our digital data protection services 
include hosted and licensed software sales for online 
backup and recovery solutions for desktop and laptop 


Building out the Iron Mountain footprint, in both physical services 
and digital services, is a fundamental promise we have made to our 
customers and represents a significant growth opportunity for us. 


PHYSICAL 
BUSINESS OPERATIONS 


37 Countries 
5 Continents 


DIGITAL 
SOLUTIONS DEPLOYED 


75 Countries 
6 Continents 
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lron Mountain continues to grow as a brand in the technology space as we 
combine technology with our industry expertise to solve our customers’ most 
difficult information protection and storage problems. 


computers and remote servers using our proprietary 
technologies. Our eRecords management services are 
comprised primarily of digital archiving and related 
services that provide secure, legally compliant and 
cost-effective long-term archiving of electronic 
records, including emails, imaged documents and 
other online assets. Our eRecords management and 
online backup services are the digital equivalents 
to, and natural extensions of, our physical records 
management and data protection and recovery 
services businesses. In our IPM business, we serve as 
a trusted, neutral third party by providing technology 
escrow services to protect and manage intellectual 
property rights such as source code, web domain 
names, and other proprietary information. 


Revenues in the Worldwide Digital Business Segment 
grew 23% overall, and 16% internally, to $140 million 
in 2006. Storage revenues, which represent more 
than 70% of this segment’s revenues, had an internal 
growth rate of 37% for the year. Strong data restora- 
tion project activity in 2005 drove significant volume 
increases in our email archive leading, in part, to 
the strong year-over-year growth. A decrease in the 
demand for these projects in 2006 and 2007 will 
slow the storage internal growth rate in this piece of 
our digital business in 2007. The Worldwide Digital 
Business Segment is a relatively new business for 
us that turned contribution positive in 2005 and 
continued to positively contribute to the total enter- 
prise in 2006. Iron Mountain continues to grow as 
a brand in the technology space as we combine 
technology with our industry expertise to solve our 
customers’ most difficult information protection and 
storage problems. We expect revenue growth to 
remain strong and margins to improve significantly 
over time as we drive scale and efficiency through all 
parts of this business. 


After going public in 1996 and raising capital to 
actively consolidate a fragmented physical services 
industry, we embarked upon a long-term growth 
plan to build global leadership in a new, emerging 


market space: information protection and storage. 
This growth plan is embodied in a three-phase 
strategy that we have executed with discipline ever 
since. The first phase involved establishing leadership 
and broad market access in each of our core busi- 
nesses: records management and data protection, 
primarily through acquisitions. In the second phase 
we invested in building a world-class selling organiza- 
tion to aggressively sell new customers, converting 
previously unvended demand. Finally, there is the 
third phase, which we term the capitalization phase. 


ma 


r> 


In this phase, which will run for a long time to come, 
we seek to expand on our relationships with our 
existing customers to help them solve their informa- 
tion protection and storage problems and increase 
our share of their expenditures in these areas. Doing 
this means expanding our product lines to solve new, 
more complex customer problems and propagating 
these new services across our global footprint. Our 
company is comprised of related service lines in 
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To provide superior value to our 
customers by PROTECTING and STORING 
their information as if it were our own, 
EARNING their trust with service that is 
reliable and responsive, and PROVIDING 
comprehensive information protection 
and storage solutions to reduce our 


customers’ costs and risks. 


records management, data protection and recovery 
and information destruction that are delivered on five 
continents. As such, different parts of our business 
are in different stages of their evolution along this 
three-phase strategy. For example, our businesses 
in Eastern Europe and Asia Pacific are still in the first 
phase of development while our digital business is 
in phase two. Our largest and most well established 
businesses, the core physical businesses in North 
America and the U.K., and thus, the enterprise as a 
whole, have moved solidly into the third phase where 
the focus is on driving internal growth from existing 
and new customers and increasing margin and capital 
efficiency, and therefore, returns on invested capital. 


In order to effectively and efficiently manage the 
growth of the different businesses within our port- 
folio, each in a different phase of development with 
its own specific requirements, we are focusing signifi- 
cant energy and investments internally on four impor- 
tant areas: maximizing our core physical businesses, 
initially in North America and the U.K.; establishing 
leadership in our digital markets; extending our 
ability to integrate physical and digital information; 
and expanding our global services platform. A more 
detailed discussion of these strategic themes can be 
found beginning on page 2 of this report. 


Even though acquisitions are no longer the primary 
driver of our revenue growth, they remain an effec 
tive tool in our overall growth strategy and we will 
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continue to acquire companies to fill out our global 
footprint and to increase local scale and margin. 
Currently, in North America, we are seeing a new 
wave of consolidation as the cost of doing business in 
this new regulatory environment increases. A primary 
focus of our Corporate Development Group is to sift 
through the myriad of opportunities, select the right 
targets and structure transactions that fit our strategy 
and generate increased shareholder value. 


The need for businesses to consolidate their informa- 
tion protection and storage solutions in order to drive 
consistency throughout their enterprises, increase 
compliance with changing regulations and ultimately 
to reduce costs, is accelerating globally based upon 
changes to the legal and business environments. In the 
U.S., the newly amended Rule 26 and other changes to 
the Federal Rules of Civil Procedure, which govern the 
production of evidence in most federal court cases, 
for the first time makes the efficient management of 
electronic records a requirement, not an option. Our 
customers are taking the law very seriously and that is 
accelerating the development of their eRecords reten- 
tion and archiving programs. This is having a positive 
impact on our current physical and digital businesses. 


Another significant area of change that is driving 
growth as well as investment is data privacy regula- 
tion. We and our customers continue to deal with data 
privacy laws that are designed to protect consumers 
from the disclosure of their personal information. 


The need to manage chain of custody for all informa- 
tion as it leaves an organization is fueling growth 
for our secure shredding business and certain digital 
services. Iron Mountain stores more information for 
more companies than any other vendor in the world. 
In the process we move over two million items on a 
weekly basis, using people and trucks. We operate the 
most reliable transportation network in the industry 
with a reliability rate well over 99%. However, with 
this volume and the reliance on human processes, 
we are not, nor will we ever be, perfect. During 
the year, in response to customers’ changing needs, 
we enhanced our transportation services with new 
premium alternatives, invested in more technology 
for chain of custody control and have tightened secu- 
rity throughout our organization. We will continue to 
invest in these and other security-related initiatives to 
ensure that our customers’ information assets have 
the highest level of protection available. 


Our past strategy was dominated by investments to 
create global leadership and establish new services 
that would build upon that leadership for a very long 
time. The current strategy is about balancing invest- 
ments to drive market share and strategic position 
against investments for capital efficiency and margin 
accretion. Focusing on all four value drivers requires 
investments in new processes, better management 
information and in some cases, different manage- 
ment skills and experiences. The changes we are 
implementing often require us to make very difficult 
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JURSOORES VALUES 


“TS SEO 


SECURITY 
We protect our customers’ information 
as if it were our own. 


TOTAL CUSTOMER SATISFACTION 
We deliver what our customers expect, 
when they expect it. 


CANDOR 


that is constructive and respectful. 


M@ INTEGRITY 


We are always honest and never compromise 


our Core Values. 


™ ACCOUNTABILITY 


We each hold ourselves personally responsible 
for our actions, commitments and results. 


Mi ACTION ORIENTATION 


We are alert to opportunities and problems 


and act with a sense of urgency. 


™ TEAMWORK 


We work in teams to accomplish far more 


together than we could as individuals. 


decisions. As our partners, know that we face them 
with compassion and make them based upon the 
best interests of the business: our organization, our 
customers and our shareholders. Evolving and devel- 
oping our organization is the most important thing 
that we do. In 2006, we surveyed all lron Mountaineers 
around the globe to measure their understanding of 
and progress towards total adherence to the seven 
core values which we believe form a common foun- 
dation of the behavior we expect from one another. 
You will find our Core Values listed above. We are a 
stronger organization today than we were a year ago 
and we will continue to build on that strength. 


We are fortunate to operate in large, trend-favored 
markets that afford us the opportunity to reinvest 
our discretionary free cash flow at a fair return on 
capital. We remain committed to our two original 
principles that bear repeating: (1) invest our share- 
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We communicate in an open and truthful way 


ell 
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In the U.S., the newly amended Rule 26 and other changes to the Federal Rules of Civil 
Procedure, which govern the production of evidence in most federal court cases, for 
the first time makes the efficient management of electronic records a requirement, 
not an option. Our customers are taking the law very seriously and that is accelerating 
the development of their eRecords retention and archiving programs. This is having a 
positive impact on our current physical and digital businesses. 


holders’ money as if it were our own and (2) do what 
is right for our customers and employees. As always, 
we will continue to invest your money with the goal of 
increasing OIBDA in relation to total capital invested. 
Nothing in our business changes rapidly. However, 
we have established our strategic position, acquired 
leading market share and broadened our business to 
offer a unique value to our customers. The majority, 
but not all, of the capital investment required to 
build our platform is behind us. Our returns currently 
reflect the returns derived from our acquisition phase. 
We are biased for growth, meaning that our focus 
is on driving long-term sustainable revenue growth. 
Although we will certainly see short term variability, 
we believe that we will also accrete margin and drive 
capital efficiency over a five year period as a result of 
our investment priorities. 


In 2006, we invested $483 million of capital in proj- 
ects to maintain current operations, support internal 
growth, develop new products, improve business 
operations, and acquire new customers and 12 new 
businesses. The mix of capital investments is shifting. 
From 1996, when we came public to roll up our 
industry following our phase one strategy, through 
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2000, 84% of the capital we invested in the busi- 
ness went to acquisitions. In the last five years, as we 
stressed the second phase of our strategy, that has 
dropped to 47%. The future will likely see a continu- 
ation of investment trending away from acquisitions 
into growth, productivity and infrastructure initia- 
tives such as new product development, processes 
and systems to drive future margin increases and 
building a stronger platform for a substantially larger 
business. In 2006, we were essentially free cash flow 
neutral before acquisitions (defined as cash flows 
from operating activities less net capital expenditures 
and customer acquisition costs) as we funded 9% 
internal growth and increases in capital expenditures 
for capacity, driven by strong storage revenue growth 
and opportunistic purchases of real estate. 


We generate significant discretionary free cash flow 
and expect that to grow steadily. We can see the 
time coming when our discretionary free cash flow 
will exceed our ability to reinvest in our current busi- 
nesses. Our future strategy remains one of returning 
to our shareholders any cash in excess of our ability 
to invest at attractive returns in our current market 
space. We are not driven for size alone. Simply put, 


we strive to invest the maximum amount of capital at 
acceptable returns on total capital and apply prudent 
financial leverage to enhance returns on shareholder 
equity. We are patient, long-term investors. Our busi- 
ness is built on a very strong recurring revenue model 
and the result of this large “fly wheel” of recurring 
revenues that increase every month is that nothing 
changes quickly at Iron Mountain. 


We remain a leveraged business model. The highly 
predictable cash flows derived from our largely recur- 
ring revenue model allow us to comfortably support 
significant financial leverage. Our business requires 
considerable capital investment in real estate, racking 
systems and IT storage systems for increased capacity 
to support the growth of both physical and digital 
storage revenues, which represent 56% of our consoli- 
dated revenue stream and are the underlying source 
for almost all of our service revenues. We believe that 
prudent financial leverage applied to attractive return 


assets drives return on shareholder equity. That said, 
we ended 2006 with our consolidated leverage ratio 
at 4.4 times total debt to operating cash flow (as 
defined by our bank loan covenants), right around 
our all-time lowest level seen during our 11 years as a 
public company. We have ample liquidity and access 
to sufficient capital to fund our strategy. 


Iron Mountain is fortunate to have a strong and active 
board of directors. As a group they hold a significant 
financial stake in our company. The majority of these 
holdings were created by investing their own cash in 
Iron Mountain, not by accrual of value from options 
granted to them by other shareholders. Six of our eight 
directors meet the standards and actions required for 
independence. We believe those characteristics, along 
with experience, good judgment, integrity and the 
willingness to share their opinion are the keys to good 
governance. We thank Tom Golisano for his service 
as a director. Mr. Golisano retired from our board at 


The Iron Mountain Scholarship Foundation 


Individual education is the long-term way to improve our 
world. With that in mind, we established a charitable founda- 


tion, the Iron Mountain Scholarship Foundation, in 2004, to 
help our employees advance their families. The foundation 
provides tuition assistance for children of our employees to 


Here is what your donations 


of our employees: 


attend college. It is intended to assist those that need extra 


help to push them over the line. Awarding of the scholar- 
ships is managed by an independent, professional organiza- 


2004 
10 first time awards of $2,000 each 


tion and awardees are limited to children of employees that 


earn below $60,000 per year. The foundation was originally 


2005 


have provided to the children 


10 first time awards of $2,000 each 
9 renewals from 2004 of $2,000 each 


2006 

10 first time awards of $2,000 each 

9 renewals from 2005 of $2,000 each 
8 renewals from 2004 of $2,000 each 


funded with commitments from several members of our 
board of directors and management team. To date, we have 
received over $175 thousand in contributions from directors, 
employees and investors. On behalf of the recipients of these 
scholarships and all of the members of the Iron Mountain 
family, we thank you for your generosity. 


For those interested in contributing, please contact 
Richard Reese at scholarship@ironmountain.com. 
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Welcome to the Knowledge Center 


Forgot your password? 


Search 


The iron Mountain Knowledge Center is your source for industry trends, expert commentary, 
recommendations and practical guidance for confronting the information management, storage 
and security problems facing corporations today. 

Explore the issues, sign up for alerts, register for premium knowledge, and outline your 
strategies to reduce the costs and risks to your bottom line—and your brand 


Highlights 


= Premium Content, Bookmarks 


The New eDiscovery 
Rules AféHere 


earn how to reduce 
YOUR RISK >> 
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Introducing a new online legal tool from Iron Mountain 
Cut through the privacy law clutter 

Now, in just minutes, you can get a customized list of the privacy and data 
protection laws that are most likely to affect your organization - so you can 
lay the foundation for your privacy compliance program strategy and start to 
mitigate the costs and risks of inadvertent disclosure and non-compliance. 
Learn which laws apply to your organization 

With over 700 statutes and regulations on the books, privacy and data 
protection laws affect every person and organization in the United States, 
but few tools exist to help organizations identify which of the bewildering 
array of privacy laws, regulations and standards apply to them. 

identifying applicable privacy requirements is complicated by the muttiple 
layers of overlapping federal, state and international obligations that an 
organization may be required to address. 

Get quick, expert help from a simple online tool 

The Privacy Law Profile Generator was compiled exclusively for Iron 
Mountain by privacy law expert Charles H. Kennedy, Counsel, Morrison & 
Foerster LLP. 


Please login or register to read this content. 


The new Iron Mountain Knowledge Center is the source for industry trends, 
expert commentary, recommendations and practical guidance for confronting 
information management, storage and security problems facing corporations 
today. This is the first of a multi-phased approach to more proactively reach 
out to and educate our customers and prospects. 


the 2006 Annual Shareholders Meeting after serving 
nearly nine years. We will miss his counsel. However, 
we have recently welcomed a new member of our 
board, Laurie Tucker. Ms. Tucker brings 28 years expe- 
rience with FedEx and can offer us insights into the 
challenges that we face as we continue to build the 
leading services company in information protection 
and storage. We take seriously the obligation to build 
and nurture an effective board and will continue the 
process of recruiting exceptional talent to bring new 
perspectives and help make the future as successful 
as the past has been. 


| also want to thank John Kenny, who is transitioning 
from his role as Chief Financial Officer to his new role 
as EVP, Corporate Development, and who will remain 
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my partner in developing and growing Iron Mountain. 
The next phase of our expansion requires different 
skills and experiences to manage, with discipline, the 
processes that will allow us to invest and grow in an 
aggressive, yet balanced manner. John has accepted 
the challenge to manage corporate development 
activities and real estate, our two largest and most 
important areas of capital deployment. Both of these 
areas have become more important and complex as 
our investment geography has expanded from one 
country to five continents. As part of this evolution, 
we welcome with great expectations, Brian McKeon 
as our new EVP and Chief Financial Officer. Brian joins 
us after an exhaustive search to find someone with 
a strong presence who could add new dimensions to 
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advance our future agenda. We believe that we have found such a person in Brian. In 2006, we 
welcomed Marc Duale, President, Iron Mountain Europe, Linda Rossetti, EVP, Human Resources & 
Administration and Joseph DeSalvo, SVP and Chief Security Officer. Each brings significant busi- 
ness experience and fresh perspectives to our management team. 


We are also fortunate to have more than 18,600 dedicated Iron Mountaineers worldwide. The 
knowledge and loyalty of our employees is a significant asset of Iron Mountain. We appreciate their 
service and we will continue to work to reward them for their performance. This year we started 
a series of initiatives to invest more in developing our frontline workforce. This group comes from 
a part of our society that is under significant pressure to respond to changes in an economy that 
increasingly rewards those that have attained higher levels of education and training. We believe 
that expanded investments to help this segment of our employees learn and in turn create more 
value for Iron Mountain is good for them, our customers and our shareholders. This will be an 
ongoing focus in the future. On a related topic, | ask that you take time to read the section on page 11 
describing the Iron Mountain Scholarship Foundation and that you consider making a contribution 
along with me to help our dedicated employees better themselves and their families. 


We have been fortunate to attract high quality shareholders as our partners. We appreciate your 
advice and input. We will continue to communicate with you in an open and transparent manner 
as we believe that you are our partners, not just shareholders. 


On December 1, 2006, | celebrated my 25th year as CEO of Iron Mountain, the last eleven years as a 
public company. | am grateful for the wonderful opportunity | have had and look forward to many 
more years contributing to building this great company. 


With continued pride and enthusiasm, 


CK 0 Re 


C. Richard Reese 
Chairman & Chief Executive Officer 
April 3, 2007 
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Our views on value creation and the importance 
of complete and transparent communication 
with stakeholders are unshakeable. 


Our business has proven to be remarkably robust and 
its performance has been very consistent. We feel 
fortunate to operate a business like this. Given that 
backdrop, it is important to note that our manage- 
ment actions and investment decisions are the 
expected evolutionary extensions of the successful 
strategy we set more than a decade ago. 


As always, the principle that drives our focus and 
approach to long-term value creation continues to 
be increasing return on invested capital (ROIC) while 
reducing our cost of capital by: 


+ Driving long-term internal revenue growth; 

+ Increasing operating margins; 

* Improving capital efficiency; 

- Prudently redeploying discretionary cash flow; 
and 

« Wisely managing our balance sheet. 


Since becoming a public company more than eleven 
years ago, we have built the global leader in informa- 
tion protection and storage services with an unparal- 
leled footprint and the most comprehensive solutions 
set in the industry. As a company, we are now in the 
third, or capitalization, phase of our long-standing 
growth strategy. We seek to take advantage of the 
tremendous market opportunity before us, drive 
long-term revenue growth, margin expansion and 


IRON MOUNTAIN 2006 ANNUAL REPORT 


capital efficiency all in the pursuit of increased ROIC. 
We continue to have a bias for growth. It is our strong 
preference to reinvest discretionary cash flows in 
those opportunities where we can execute success- 
fully and drive good returns on capital. In attacking 
the largest opportunities we have before us, we will 
deploy more capital in the pursuit of internal growth 
than we will to acquire revenue. Our job now is to 
manage the balance between long-term growth and 
strategic positioning versus near-term margin perfor- 
mance and capital efficiency, a job that requires a 
blend of aggressiveness and patience. 


Our internal revenue growth rate has accelerated 
from 6% in 2003, an historic low, to 9% in 2006. This 
is right in the middle of our targeted range of 7% to 
1% for long-term internal revenue growth. We are 
confident in our ability to sustain this level of growth 
because our sales forces continue to mature and the 
markets for our wide array of information protec- 
tion and storage solutions are large and growing. We 
estimate the addressable market for our services to 
be more than $40 billion worldwide. Over the same 
period, our storage internal growth rate, which also 
saw its low point in 2003 at 8%, and is a key indicator 
of the health of the business, has accelerated to 10%. 
We continue to see stable volume growth and positive 
pricing in our largest business, the North American 


paper storage business, enhanced by faster growing 
businesses in Latin America and digital services. 
Storage is the heart of our business and as such we are 
a direct beneficiary of exploding growth in informa- 
tion production. Each year, our North American paper 
storage customers send us 3% to 4% more cartons 
to store than they destroy in the normal course or 
otherwise remove from storage. We are continually 
impressed by the durability of this business. 


The acceleration of our internal revenue growth rate 
is due in large part to the investments we have 
made in our customer facing expenses since 2003 
when OIBDA margins reached a high of 29%. Since 
that time, we have increased our customer facing 
spend more than 250 basis points to just over 9% of 
revenues. Those investments, along with our rapid 
expansion into new businesses and geographies have 
brought our margins to their current level of 26%. It is 
also important to understand that the margin trend 
of the past three years is not the result of any erosion 
in the fundamentals of our business, but rather the 
result of conscious decisions on our part to invest 
at a brisk pace as we capture more and more of this 
growing market opportunity. 


At this stage of our life cycle, we feel compelled to 
invest in the business in pursuit of the robust market 
opportunity we face. Our ability and desire to invest 
at these levels is a function of the size of the market 
opportunity, our position relative to the competition, 
and the market trends that make information protec- 
tion and storage more important than ever before. 
We invest with confidence because we see the returns 
from our early platform investments in our core North 
American physical businesses unfolding as expected. 
These return dynamics are now beginning to play 
out in many of our newer growth investments. All of 
these new businesses benefit from scale economics 
and we expect their margins to improve in time as 
they achieve critical mass. 


The fundamental investment thesis that first 
attracted many investors to Iron Mountain was 
sound and remains intact. The core physical busi- 
nesses in North America, the engine that drives our 
company, are proving to be impressively durable. 
They continue to post healthy growth rates and 
steadily accrete margins at the field level on a same 
store basis. Now that we have created this foun- 
dation, we are focusing much of our energy and 


resources on maximizing these businesses. As we 
have indicated, this is our primary strategic focus. 
The margin opportunities are as clear and present as 
ever and a significant portion of our current invest- 
ment dollars are targeted at driving efficiency and 
productivity through these organizations. 


In addition to the investments we are making through 
the income statement, our gross capital spending 
has increased as we evolve our products to address 
market opportunities and build infrastructure neces- 
sary to support the larger, more geographically diverse 
company we are becoming. As reported in our cash flow 
statements, our gross capital spending has increased 
from 13% of revenues to 16% over the last three years 
driven by higher storage revenue growth rates and by 
the opportunistic acquisition of real estate. We antici- 


pate over $50 million of land and building purchases 
in 2007. In North America, we will exercise rights we 
engineered into our lease arrangements to perfect 
long-term control of our portfolio. On certain inter- 
national fronts, a development bias is the best means 
to secure long-term control and cost advantages. 
Our real estate capital expenditures combined with 
capital spent to increase capacity in both the physical 
and digital businesses (primarily storage systems, 
data storage devices and data centers) comprises fully 
two-thirds of our spending and is nearly linear with our 
volume growth. Maintenance capex and the balance 
of our life, health and safety upgrades for acquired 
properties represents just over 15% of the total. The 
remaining capex is for discretionary spending on 
infrastructure and product development. The capital 
efficiency we expect to realize over the next several 
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years will primarily be a function of pricing actions 
contributing more to overall growth and the inherent 
leverage from the non-recurring infrastructure invest- 
ments we are making today. 


Capex by Reason 


@ capacitYy @) NEw probucts, 
INFRASTRUCTURE 


@ REALESTATE = & COST SAVINGS. 


@ tus 


Py | 


@ maintENANCE 


As we discussed at Investor Day last October, a closer 
inspection of our most well-established physical busi- 
nesses reveals that capital efficiency and incremental 
returns improve dramatically as we transition from 
growth through acquisitions to internal growth. In 
our core North American physical businesses, nearly 
90% of the capital invested over the past five years 
has been capex rather than acquisition consideration. 
These businesses are generating significantly higher 
incremental returns than the other, less developed 
businesses in our portfolio. 


Two of the most important and complex areas of 
capital spending in our business are real estate and 
acquisitions. With approximately 950 buildings 
comprising nearly 60 million square feet, we manage 
one of the largest real estate portfolios in the world. 
We are focused on driving the globalization of the 
real estate function with a consistent set of best 
practices and advancing the strategic role real estate 
plays, both operationally and financially, within the 
enterprise. As we continue to expand internationally 
and explore new business opportunities in markets 
adjacent to our own, the nature of these transac 
tions becomes more heterogeneous and complex. 
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We are advancing a corporate development agenda 
that is focused on furthering our strategic goals and 
enhancing shareholder value. 


2006 Performance 


2006 was another year of strong and improving 
growth performance. We achieved or exceeded all 
of our important financial objectives. We reported 
$2.35 billion in total revenues and our internal revenue 
growth rate at 9% was at the top of our forecasted 
range. Importantly, we saw continued acceleration 
in our storage internal growth rate, which was 10% 
for the year. Storage revenue growth was driven by 
an increase in the net volume growth rate and a 
more positive pricing environment. Underlying gross 
margins (excluding depreciation), were up slightly 
compared to 2005 absent the dilutive impact of 
our recent strategic acquisitions in Australia, New 
Zealand and Europe, and costs associated with the 
facility fire in London. 


In 2006, we posted OIBDA margins of 26.2%, as 
expected and in line with our plans. Year over year 
margins were impacted by fire expenses, increased 
customer facing expenses as we integrated LiveVault 
and built up our digital sales force (particularly in 
Europe) and investments in IT infrastructure. We were 
essentially free cash flow neutral before acquisitions 
in 2006 due primarily to stable positive cash flows 
from operations offset by higher capital expenditures 
for the year. Cash flows from operations have grown 
at a 5-year CAGR of 18% while net capital expendi- 
tures have a comparable growth rate of only 14% over 
that same period. 


Net income for 2006 was $129 million, or $0.64 per 
diluted share, up 16% from $111 million, or $0.56 per 
diluted share for 2005. All per share amounts in this 
report have been restated to reflect our three-for-two 
stock split effective December 29, 2006. As in previous 
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At this stage of our life cycle, we feel compelled to invest in the business in pursuit 
of the robust market opportunity we face. Our ability and desire to invest at these 
levels is a function of the size of the market opportunity, our position relative to the 
competition, and the market trends that make information protection and storage 
more important than ever before. We invest with confidence because we see the 
returns from our early platform investments in our core North American physical 


businesses unfolding as expected. 


years, foreign currency movements had a bearing on 
reported results. Specifically, in 2006, we reported $12 
million, or $0.03 per diluted share, of other income 
consisting almost exclusively of net foreign currency 
related gains as we marked certain of our foreign 
subsidiary intercompany debt to market in a relatively 
weaker dollar environment. This compares to $6 
million, or $0.02 per diluted share, of other expense 
consisting of net foreign currency related losses and 
early debt extinguishment charges driven by our 2005 
refinancing activities. 


Since 2002, we have generated $320 million of 
cumulative free cash flow before acquisitions, while 
funding 8% annual internal revenue growth, building 
significant new growth legs in shredding and Digital, 
and investing more than $150 million in real estate. 
We believe we have invested this free cash flow 
wisely and that these investments along with our 
international expansion investments are beginning 
to generate increasing returns on incremental capital. 
We remain steadfast in our commitment to long-term 


value creation and fully believe that our ability to 
generate discretionary cash flow and grow our debt 
carrying capacity will out-pace our ability to prudently 
reinvest capital at acceptable rates of return in the 
near future. 


As we continue to grow and expand geographically, 
financing our business on a global basis becomes 
increasingly complex. As such, our treasury group is 
focused on financing strategies that further our goal 
of reducing our cost of capital, while mitigating the 
risks of foreign currency exchange rate fluctuations, 
all in a tax efficient manner. To that end, we have 
been very active in the capital markets. In the second 
half of 2006, we completed the sale of $200 million 
of 8-3/4% senior subordinated notes due 2018, and 
in private placements, sold $50 million of 8% and 
€30 million of 6-3/4% senior subordinated notes, also 
due 2018. In the first quarter of 2007, we successfully 
completed the sale of €225 million of 6-3/4% senior 
subordinated notes due 2018, priced to yield 6-7/8%, 
and C$175 million of 7-1/2% senior subordinated notes 


72 Consecutive Quarters of Storage Revenue Growth 


Quarterly storage revenue growth {in millions] 
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due 2017. These transactions, including our first in the 
Eurobond and Canadian high yield markets, provide us 
with natural currency hedges against our long-term 
European and Canadian investments. They are also 
consistent with our strategy to keep our debt portfolio 
long and fixed, thus matching our liabilities appro- 
priately with our assets and the highly recurring and 
predictable revenue streams they generate. 


Our consolidated leverage ratio at the end of 2006 
was approximately 4.4 times total debt to OIBDA, 
as defined in our bank agreements. We remain 
committed to maintaining prudent leverage in order 
to drive higher returns on equity. To that end, we will 
generally seek to keep our leverage ratio in a range 
of four to five times, the range within which we 
have comfortably operated for many years. We will 
generate excess debt capacity as our OIBDA continues 

to grow and the business naturally 


de-levers. In the near-term, we 
have multiple investment oppor- 
tunities with what we believe to 
be acceptable risk-adjusted returns 


The fundamental investment thesis that first attracted many 
investors to Iron Mountain was sound and remains intact. 

The core physical businesses in North America, the engine that 
drives our company, are proving to be impressively durable. 


The bond markets have come to appreciate the 
stability of the cash flows in our business driven by 
a highly predictable recurring revenue stream. We sit 
here today with a well constructed balance sheet, and 
a prudent amount of leverage largely insulated from 
interest rate fluctuations. We continue to monitor 
the financial markets and will generally refinance any 
of our callable debt securities if market conditions 
present attractive opportunities. We do place value 
on extending the tenor of our portfolio given the 
long-term nature of our assets. As of year-end, we had 
more than $314 million of borrowing capacity available 
under our various senior credit facilities. 


As you know, we have been consuming our NOL'’s 
over the past several years and currently have about 
$173 million left for federal tax purposes. We expect 
to consume substantially all of that NOL in 2007. Late 
in 2006, we established an international treasury 
center in Switzerland to centralize our international 
treasury function and serve as our in-house bank 
for our European operations and eventually for all 
of our international subsidiaries with the exception 
of Canada. This and other business strategies that 
we are implementing have positive tax implications 
and while certain one-time costs of implementation 
and the effects of adopting FIN 48, Accounting for 
Uncertainty in Income Taxes, may impact our effec- 
tive rate modestly in 2007, we expect our effective 
rate to be below 40% beginning in 2008. More impor- 
tantly, these strategies generate significant annual 
cash tax savings. 
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to consume much of our discre- 
tionary cash flow and excess debt 
capacity. That, however, will not be the case for very 
much longer. Soon, our ability to invest in our busi- 
ness will not support the level of leverage we believe 
necessary to maintain in order to generate attractive 
returns on equity. It is now a case of when, not if, this 
will happen. We believe that within the next three 
to five years we will begin returning cash to share- 
holders. Over the long-term, the marginal capital 
allocation decisions will likely compare the acquisition 
of real estate to the return of cash to shareholders. 
Both represent low risk ways to enhance returns and 
increase value. 


By the time you receive this report, | will be tran- 
sitioning to my new corporate development posi- 
tion. Applying my experience and skills to strategy 
formulation and related capital investment decisions 
will be an appropriate and exciting role for me. | will 
approach this challenge with the same mindset | have 
employed over the last 16 years—that of a shareholder 
with a long time horizon. Finally, | would like to take 
this opportunity to thank the members of the Finance 
Group for their support and to personally welcome 
Brian McKeon to the Iron Mountain family. 


Sincerely, 


Shee 


John F. Kenny, Jr. 
Executive Vice President and Chief Financial Officer 
April 3, 2007 
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References in this Annual Report on Form 10-K to “the Company,” “we,” “us” or “our” include Iron 
Mountain Incorporated and its consolidated subsidiaries, unless the context indicates otherwise. 


DOCUMENTS INCORPORATED BY REFERENCE 
Certain information required in Items 10, 11, 12, 13 and 14 of Part III of this Annual Report on 


Form 10-K is incorporated by reference from our definitive Proxy Statement for the Annual Meeting of 
Stockholders to be held on or about May 24, 2007. 


CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 

We have made statements in this Annual Report on Form 10-K that constitute “forward-looking 
statements” as that term is defined in the Private Securities Litigation Reform Act of 1995 and other 
federal securities laws. These forward-looking statements concern our operations, economic performance, 
financial condition, goals, beliefs, future growth strategies, investments objectives, plans and current 
expectations. The forward-looking statements are subject to various known and unknown risks, 
uncertainties and other factors. When we use words such as “believes,” “expects,” “anticipates,” 
“estimates” or similar expressions, we are making forward-looking statements. 

Although we believe that our forward-looking statements are based on reasonable assumptions, our 
expected results may not be achieved, and actual results may differ materially from our expectations. 
Important factors that could cause actual results to differ from expectations include, among others: 
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e changes in customer preferences and demand for our services; 
e changes in the price for our services relative to the cost of providing such services; 


e in the various digital businesses in which we are engaged, capital and technical requirements will be 
beyond our means, markets for our services will be less robust than anticipated, or competition will 
be more intense than anticipated; 


e the cost to comply with current and future legislation or regulation relating to privacy issues; 


e the impact of litigation that may arise in connection with incidents of inadvertent disclosures of 
customers’ confidential information; 


e our ability or inability to complete acquisitions on satisfactory terms and to integrate acquired 
companies efficiently; 


e the cost and availability of financing for contemplated growth; 


e business partners upon whom we depend for technical assistance or management and acquisition 
expertise outside the U.S. will not perform as anticipated; 


e changes in the political and economic environments in the countries in which our international 
subsidiaries operate; and 


e other trends in competitive or economic conditions affecting our financial condition or results of 
operations not presently contemplated. 


Other risks may adversely impact us, as described more fully under “Item 1A. Risk Factors.” 

You should not rely upon forward-looking statements except as statements of our present intentions 
and of our present expectations, which may or may not occur. You should read these cautionary statements 
as being applicable to all forward-looking statements wherever they appear. Except as required by law, we 
undertake no obligation to release publicly the result of any revision to these forward-looking statements 
that may be made to reflect events or circumstances after the date hereof or to reflect the occurrence of 
unanticipated events. Readers are also urged to carefully review and consider the various disclosures we 
have made in this document, as well as our other periodic reports filed with the Securities and Exchange 
Commission (the “Commission” or “SEC”). 


il 


PART I 
Item 1. Business. 
A. Development of Business. 


We believe we are the global leader in information protection and storage services. We help 
organizations around the world reduce the costs and risks associated with information protection and 
storage. We offer comprehensive records management and data protection solutions, along with the 
expertise and experience to address complex information challenges such as rising storage costs, litigation, 
regulatory compliance and disaster recovery. Founded in 1951, Iron Mountain is a trusted partner to more 
than 90,000 corporate clients throughout North America, Europe, Latin America and Asia Pacific. We 
have a diversified customer base comprised of commercial, legal, banking, healthcare, accounting, 
insurance, entertainment and government organizations, including more than 90% of the Fortune 1000 
and more than 85% of the FTSE 100. 


Our information protection and storage services can be broadly divided into three major service 
categories: records management, data protection & recovery, and information destruction. We offer both 
physical services and technology solutions in each of these categories, and we continue to expand our 
geographic footprint in order to protect and store our customers’ information without regard to media 
format or geographic location. 


Our physical records management services include: records management program development and 
implementation based on best-practices to help customers comply with specific regulatory requirements, 
implementation of policy-based programs that feature secure, cost-effective storage for all major media, 
including paper (which is the dominant form of records storage), flexible retrieval access and retention 
management. Our technology-based records management services are comprised primarily of digital 
archiving and related services for secure, legally compliant and cost-effective long-term archiving of 
electronic records. Within the records management services category, we have developed specialized 
services for vital records and regulated industries such as healthcare, energy and financial services. 


Our physical data protection & recovery services include disaster preparedness, planning, support and 
secure, off-site vaulting of data backup media for fast and efficient data recovery in the event of a disaster, 
human error or virus. Our technology-based data protection & recovery services include online backup and 
recovery solutions (also known as electronic vaulting) for desktop and laptop computers and remote 
servers. Additionally, we serve as a trusted, neutral third party and offer technology escrow services to 
protect and manage source code and other proprietary information. 


Our information destruction services are comprised almost exclusively of secure shredding services. 
Secure shredding services complete the life cycle of a record and involve the shredding of sensitive 
documents in a way that ensures privacy and a secure chain of record custody. These services typically 
include the scheduled pick-up of loose office records which customers accumulate in specially designed 
secure containers we provide. Our technology-based information destruction services include 
DataDefense, which provides automatic, intelligent encryption of sensitive PC data and, when behaviors 
that are inconsistent with authorized use are detected, that data is automatically eliminated and the PC is 
disabled—this is designed to render the data useless to unauthorized users. 


In addition to our core records management, data protection & recovery, and information destruction 
services, we sell storage materials, including cardboard boxes and magnetic media, and provide consulting, 
facilities management, fulfillment and other outsourcing services. 


Our vision is to protect and store the world’s information and to that end we have organized our 
business into a geographic model with separate management teams for each of the following major 
geographic regions: North America, Europe, Latin America and Asia Pacific. The one exception to this 


model is our Digital Services business unit. Digital services, by their nature, are deployed in a virtual 
fashion leveraging a common set of intellectual property and a global technology infrastructure. Our 
largest segment, the North American Physical Business, offers all of our physical records management 
services, data protection & recovery services, and information destruction services. We expect that over 
time all of these products and services will be available on a global basis throughout all of our geographic 
segments. 


Iron Mountain was founded in 1951 in an underground facility near Hudson, New York. Now in our 
56th year, we have experienced tremendous growth and organizational change, particularly since 
successfully completing the initial public offering of our common stock in February 1996. Since then, we 
have grown from a regional business with limited product offerings and annual revenues of $104 million in 
1995 into a global enterprise providing a broad range of information protection and storage services to 
customers in markets around the world. For the year ended December 31, 2006, we had total revenues of 
$2.4 billion. 


Our growth since 1995 has been accomplished primarily through the acquisition of U.S. and 
international information protection and storage services companies. The goals of our current acquisition 
program are: to supplement internal growth in our physical businesses by continuing to establish a 
footprint in targeted international markets and adding fold-in acquisitions both in the U.S. and 
internationally; and to accelerate our strategy, leadership and time to market in our digital businesses. We 
expect our digital acquisitions will be of two primary types, those that bring us new or improved 
technologies to enhance our existing technology portfolio and those that increase our market position 
through technology and established revenue streams. To date, we completed two significant technology 
acquisitions: Connected Corporation (“Connected”) in November 2004 and LiveVault Corporation 
(“Live Vault”) in December 2005. 


Having substantially completed our North American geographic expansion by the end of 2000, we 
shifted our focus from growth through acquisitions to internal revenue growth. In 2001, as a result of this 
shift, internal revenue growth exceeded growth through acquisitions for the first time since we began our 
acquisition program in 1996.This has been the case in each year since 2001 with the exception of 2004, 
when revenue growth from acquisitions exceeded internal revenue growth due primarily to the acquisition 
of the records management operations of Hays plc (“Hays IMS”) in July 2003. In the absence of unusual 
acquisition activity, we expect to achieve most of our revenue growth internally in 2007 and beyond. 


We expect to achieve our internal revenue growth objectives primarily through a sophisticated sales 
and account management coverage model designed to drive incremental revenues by acquiring new 
customer relationships and increasing business with new and existing customers by selling them our 
products and services in new geographies and selling additional products and services such as secure 
shredding and digital data protection. These selling efforts will be augmented and supported by an 
expanded marketing program, which includes product management as a core discipline. We are also 
developing an extensive worldwide network of channel partners through which we are selling a wide array 
of technology solutions, primarily our digital data protection and recovery products and services. 


As of December 31, 2006, we provided services to over 90,000 corporate clients in 85 markets in the 
USS. and 86 markets outside of the U.S., employed over 18,600 people and operated over 900 records 
management facilities in the U.S., Canada, Europe, Latin America and Asia Pacific. 


B. Description of Business. 
The Information Protection and Storage Services Industry 
Overview 


Companies in the information protection and storage services industry store and manage information 
in a variety of media formats, which can broadly be divided into physical and electronic records, and 
provide a wide range of services related to the records stored. We define physical records to include paper 
documents, as well as all other non-electronic media such as microfilm and microfiche, master audio and 
videotapes, film, X-rays and blueprints. Electronic records include various forms of magnetic media such 
as computer tapes and hard drives and optical disks. 


Physical Records 


Physical records may be broadly divided into two categories: active and inactive. Active records relate 
to ongoing and recently completed activities or contain information that is frequently referenced. Active 
records are usually stored and managed on-site by the organization that originated them to ensure ready 
availability. Inactive physical records are the principal focus of the information protection and storage 
services industry. Inactive records consist of those records that are not needed for immediate access but 
which must be retained for legal, regulatory and compliance reasons or for occasional reference in support 
of ongoing business operations. A large and growing specialty subset of the physical records market is 
medical records. These are active and semi-active records that are often stored off-site with and serviced by 
an information protection and storage services vendor. Special regulatory requirements often apply to 
medical records. 


Electronic Records 


Electronic records management focuses on the storage of, and related services for, computer media 
that is either a backup copy of recently processed data or archival in nature. Customer needs for data 
backup and recovery and archiving are distinctively different. Backup data exists because of the need of 
many businesses to maintain backup copies of their data in order to be able to recover the data in the event 
of a system failure, casualty loss or other disaster. It is customary (and a best practice) for data processing 
groups to rotate backup tapes to off-site locations on a regular basis and to require multiple copies of such 
information at multiple sites. 


In addition to the physical rotation and storage of backup data that our physical business segments 
provide, our Worldwide Digital Business segment offers electronic vaulting services as an alternative way 
for businesses to transfer data to us, and to access the data they have stored with us. Electronic vaulting is a 
Web-based service that automatically backs up computer data from servers or directly from desktop and 
laptop computers over the Internet and stores it in one of our secure data centers. In early 2003, we 
announced an expansion of the electronic vaulting service to include backup and recovery for personal 
computer data, answering customers’ needs to protect critical business data, which is often unprotected on 
employee laptop and desktop personal computers. In November 2004, we acquired Connected, a market 
leader in the backup and recovery of this distributed data, and in December 2005, we acquired LiveVault, a 
market leader in the backup and recovery of server data. 


There is a growing need for better ways of archiving electronic records for legal, regulatory and 
compliance reasons and for occasional reference in support of ongoing business operations. Historically, 
businesses have relied on backup tapes for storing archived data in electronic format, but this process can 
be costly and ineffective when attempting to search and retrieve the data for litigation or other needs. In 
addition, many industries, such as healthcare and financial services, are facing increased governmental 
regulation mandating the way in which electronic records are stored and managed. To help customers 


meet these growing storage challenges, we introduced digital archiving services. We have experienced 
increasing market adoption of these services, especially for e-mail archiving, which enables businesses to 
identify and retrieve electronic records quickly and cost-effectively, while maintaining regulatory 
compliance. 


We believe the issues encountered by customers trying to manage their electronic records are similar 
to the ones they face in their physical records management programs and consist primarily of: (1) storage 
capacity and the preservation of data; (2) access to and control over the data in a secure environment; and 
(3) the need to retain electronic records due to regulatory compliance or for litigation support. Our digital 
services offerings are representative of our commitment to address evolving records management needs 
and expand the array of services we offer. 


Growth of Market 


We believe that the volume of stored physical and electronic records will continue to increase for a 
number of reasons, including: (1) inexpensive document producing technologies such as facsimile, desktop 
publishing software and desktop printing; (2) the continued proliferation of data processing technologies 
such as personal computers and networks; (3) regulatory requirements; (4) concerns over possible future 
litigation and the resulting increases in volume and holding periods of records; (5) the high cost of 
reviewing records and deciding whether to retain or destroy them; (6) the failure of many entities to adopt 
or follow policies on records destruction; and (7) audit requirements to keep backup copies of certain 
records in off-site locations. 


We believe that paper-based information will continue to grow, not in spite of, but because of, new 
“paperless” technologies such as e-mail and the Internet. These technologies have prompted the creation 
of hard copies of such electronic information and have also led to increased demand for electronic records 
services, such as the storage and off-site rotation of backup copies of magnetic media. In addition, we 
believe that the proliferation of digital information technologies and distributed data networks has created 
a growing need for efficient, cost-effective, high quality technology solutions for electronic data protection, 
digital archiving and the management of electronic documents. 


Consolidation of a Highly Fragmented Industry 


There was significant consolidation within the highly fragmented information protection and storage 
services industry in North America from 1995 to 2000 and at a slower but continuing pace in recent years. 
Most information protection and storage services companies serve a single local market, and are often 
either owner-operated or ancillary to another business, such as a moving and storage company. We believe 
that the consolidation trend, both in North America and other regions, will continue because of the 
industry’s capital requirements for growth, opportunities for large information protection and storage 
services providers to achieve economies of scale and customer demands for more sophisticated technology- 
based solutions. 


We believe that the consolidation trend in the industry is also due to, and will continue as a result of, 
the preference of certain large organizations to contract with one vendor in multiple cities and countries 
for multiple services. In particular, customers increasingly demand a single, large, sophisticated company 
to handle all of their important physical and electronic records needs. Large national and multinational 
companies are better able to satisfy these demands than smaller competitors. We have made, and intend to 
continue to make, acquisitions of our competitors, many of whom are small, single-city operators. 


Description of Our Business 


We generate our revenues by providing storage for both physical and electronic records in a variety of 
information media formats, core records management, data protection & recovery, and information 


destruction services and an expanding menu of complementary products and services to a large and diverse 
customer base. Providing outsourced information protection and storage services is the mainstay of our 
customer relationships and provides the foundation for our revenue growth. Core services, which are a 
vital part of a comprehensive records management program, consist primarily of the handling and 
transportation of stored records and information. In our secure shredding operations, core services consist 
primarily of the scheduled collection and handling of sensitive records. As is the case with storage 
revenues, core service revenues are highly recurring in nature and therefore very predictable. In 2006, our 
storage and core service revenues represented approximately 87% of our total consolidated revenues. In 
addition to our core services, we offer a wide array of complementary products and services such as 
performing special project work, selling records management services related products, providing 
fulfillment services and consulting on records management issues. These services address more specific 
needs and are designed to enhance our customers’ overall records management programs. These services 
complement our core services; however, they are more episodic and discretionary in nature. Revenue 
generated by all of our operating segments includes both core and complementary components. 


Our various operating segments offer the products and services discussed below. In general, our North 
American Physical Business segment offers physical records management services, including business 
records management, healthcare information services, vital records services, physical data protection & 
recovery services, service and courier operations, secure shredding, fulfillment and consulting services, in 
the U.S. and Canada. Our International Physical Business segment offers elements of our physical product 
and services lines outside the U.S. and Canada. Our Worldwide Digital Business segment includes our 
online backup and recovery solutions for server data and personal computers, digital archiving services, 
intellectual property management services and electronic information destruction services. Some of our 
complementary services and products are offered within all of our segments. The amount of revenues 
derived from our North American Physical Business, International Physical Business and Worldwide 
Digital Business operating segments and other relevant data, including financial information about 
geographic areas and product and service lines, for fiscal years 2004, 2005 and 2006 are set forth in Note 9 
to Notes to Consolidated Financial Statements. 


Business Records Management 


The hard copy business records stored by our customers with us by their nature are not very active. 
These types of records are stored in cartons packed by the customer. We use a proprietary order 
processing and inventory management system known as the SafekeeperPLUS ® system to efficiently store 
and later retrieve a customer’s cartons. Storage charges are generally billed monthly on a per storage unit 
basis, usually either per carton or per cubic foot of records, and include the provision of space, racking, 
computerized inventory and activity tracking and physical security. 


Healthcare Information Services 


Healthcare information services principally include the handling, storage, filing, processing and 
retrieval of medical records used by hospitals, private practitioners and other medical institutions. Medical 
records tend to be more active in nature and are typically stored on specialized open shelving systems that 
provide easier access to individual files. Healthcare information services also include recurring project 
work and ancillary services. Recurring project work involves the on-site removal of aged patient files and 
related computerized file indexing. Ancillary healthcare information services include release of 
information (medical record copying), temporary staffing, contract coding, facilities management and 
imaging. 


Vital Records Services 


Vital records contain critical or irreplaceable data such as master audio and video recordings, film and 
other highly proprietary information. Vital records may require special facilities or services, either because 
of the data they contain or the media on which they are recorded. Our charges for providing enhanced 
security and special climate-controlled environments for vital records are higher than for typical storage 
services. We provide the same ancillary services for vital records as we provide for our other storage 
operations. 


Physical Data Protection & Recovery Services 


Physical data protection & recovery services consist of the storage and rotation of backup computer 
media as part of corporate disaster recovery and business continuity plans. Computer tapes, cartridges and 
disk packs are transported off-site by our courier operations on a scheduled basis to secure, climate- 
controlled facilities, where they are available to customers 24 hours a day, 365 days a year, to facilitate data 
recovery in the event of a disaster. We use various proprietary information technology systems such as 
MediaLink™ and SecureBase™ software to manage this process. We also manage tape library relocations 
and support disaster recovery testing and execution. 


Service and Courier Operations 


Service and courier operations are an integral part of a comprehensive records management program 
for all physical media including paper and certain electronic records. They include adding records to 
storage, temporary removal of records from storage, refiling of removed records, permanent withdrawals 
from storage, destruction of records and the rotation of back-up computer media. Service charges are 
generally assessed for each procedure on a per unit basis. The SafekeeperPLUS® system controls the 
service processes from order entry through transportation and invoicing for business records management 
while the MediaLink™ and SecureBase™ systems manage the process for the physical data protection 
services business. 


Courier operations consist primarily of the pick-up and delivery of records upon customer request. 
Charges for courier services are based on urgency of delivery, volume and location and are billed monthly. 
As of December 31, 2006, we were utilizing a fleet of approximately 3,000 owned or leased vehicles. 


Secure Shredding 


Secure shredding is a natural extension of our records management services, completing the life cycle 
of a record, and involves the shredding of sensitive documents for corporate customers that, in many cases, 
also use our services for management of less sensitive archival records. These services typically include the 
scheduled pick-up of loose office records which customers accumulate in specially designed secure 
containers we provide. We believe that customers are motivated by increased privacy regulations, such as 
the Fair and Accurate Credit Transaction Act (“FACTA”) and the desire to protect their proprietary trade 
secrets and personal information. Regulations issued pursuant to FACTA list secure shredding as a 
preferred method of destroying personal data that exists in many hard copy records. Complementary to 
our shredding operations is the sale of the resultant waste paper to third-party recyclers. Through a 
combination of plant-based shredding operations and mobile shredding units comprised of custom built 
trucks, we are able to offer secure shredding services to our customers in all of our existing markets 
throughout the U.S. and Canada. In December 2005, we acquired Secure Destruction Limited, the largest 
provider of secure shredding services in the U.K. 


We seek to expand our presence in this business through acquisitions and internal start-ups that 
leverage our existing records management infrastructure. 


Electronic Vaulting Services 


Electronic vaulting is our Web-based service that automatically backs up computer data from servers 
or directly from desktop or laptop computers over the Internet and stores it in one of our secure data 
centers. Customers using electronic vaulting for the online backup of desktop or laptop computer and 
server data can choose our off-site hosted Software as a Service solution or they can license the software 
from us as part of a customer on-site solution. 


Digital Archiving Services 


Our digital archiving services focus on archiving digital information with long-term preservation 
requirements. These services represent the digital analogy to our physical records management services. 
Because of increased litigation risks and regulatory mandates, companies are increasingly aware of the 
need to apply the same records management policies and retention schedules to electronic data as they do 
physical records. Typical digital records include e-mail, e-statements, images, electronic documents 
retained for legal or compliance purposes and other data documenting business transactions. 


The growth rate of mission-critical digital information is accelerating, driven in part by the use of the 
Internet as a distribution and transaction medium. The rising cost and increasing importance of digital 
information management, coupled with the increasing availability of telecommunications bandwidth at 
lower costs, may create meaningful opportunities for us. We continue to cultivate marketing and 
technology partnerships to support this anticipated growth. 


Intellectual Property Management Services 


Our intellectual property management services specialize in third party technology escrow services 
that protect intellectual property assets such as software source code. In addition, we assist in securing 
intellectual property as collateral for lending, investments and joint ventures, in managing domain name 
registrations and transfers, and in providing expertise and assistance to brokers and dealers in complying 
with electronic records regulations of the SEC. 


Complementary Services and Products 


We offer a variety of additional services which customers may request or contract for on an individual 
basis. These services include conducting records inventories, packing records into cartons or other 
containers, and creating computerized indices of files and individual documents. We also provide services 
for the management of active records programs. We can provide these services, which generally include 
document and file processing and storage, both off-site at our own facilities and by supplying our own 
personnel to perform management functions on-site at the customer’s premises. 


Other complementary lines of business that we operate include fulfillment services and professional 
consulting services. Fulfillment services are performed by our wholly-owned subsidiary, COMAC, Inc. 
(“COMAC”). COMAC stores customer marketing literature and delivers this material to sales offices, 
trade shows and prospective customers’ sites based on current and prospective customer orders. In 
addition, COMAC assembles custom marketing packages and orders, and manages and provides detailed 
reporting on customer marketing literature inventories. 


We provide professional consulting services to customers, enabling them to develop and implement 
comprehensive records and information management programs. Our consulting business draws on our 
experience in information protection and storage services to analyze the practices of companies and assist 
them in creating more effective programs of records and information management. Our consultants work 
with these customers to develop policies and schedules for document retention and destruction. 


We sell software licenses to our electronic vaulting customers who prefer an on-site solution for the 
online backup and recovery of server and personal computer data. We also sell: (1) a full line of specially 
designed corrugated cardboard, metal and plastic storage containers; (2) magnetic media products 
including computer tapes, cartridges and drives, tape cleaners and supplies and CDs; and (3) computer 
room equipment and supplies such as racking systems and furniture. 


Financial Characteristics of Our Business 


Our financial model is based on the recurring nature of our various revenue streams. The historical 
predictability of our revenues and the resulting operating income before depreciation and amortization 
(“OIBDA”)' allow us to operate with a high degree of financial leverage. Our primary financial goal has 
always been, and continues to be, to increase consolidated OIBDA in relation to capital invested, even as 
our focus has shifted from growth through acquisitions to internal revenue growth. Our business has the 
following financial characteristics: 


e Recurring Revenues. We derive a majority of our consolidated revenues from fixed periodic, usually 
monthly, fees charged to customers based on the volume of records stored. Once a customer places 
physical records in storage with us and until those records are destroyed or permanently removed, 
for which we typically receive a service fee, we receive recurring payments for storage fees without 
incurring additional labor or marketing expenses or significant capital costs. Similarly, contracts for 
the storage of electronic backup media consist primarily of fixed monthly payments. Our quarterly 
revenues from these fixed periodic storage fees have grown for 72 consecutive quarters. For each of 
the five years 2002 through 2006, storage revenues, which are stable and recurring, have accounted 
for over 56% of our total consolidated revenues. This stable and growing storage revenue base also 
provides the foundation for increases in service revenues and OIBDA. 


e Historically Non-Cyclical Storage Business. We have not experienced any significant reductions in 
our storage business as a result of past economic downturns, although we can give no assurance that 
this would be the case in the future. We believe that companies that have outsourced records 
management services are less likely during economic downturns to incur the move-out costs and 
other expenses associated with switching vendors or moving their records management services 
programs in-house. However, during a recent economic slowdown, the rate at which some 
customers added new cartons to their inventory was below historical levels. The net effect of these 
factors has been the continued growth of our storage revenue base, albeit at a lower rate. For each 
of the five years 2002 through 2006, total net volume growth in North America has ranged between 
6% and 7%. 


e Inherent Growth from Existing Physical Records Customers. Our physical records customers have on 
average generated additional cartons at a faster rate than stored cartons have been destroyed or 
permanently removed. We estimate that inherent growth from existing customers represents 
approximately half of our total net volume growth in North America. We believe the consistent 
growth of our physical records storage revenues is the result of a number of factors, including: 

(1) the trend toward increased records retention; (2) customer satisfaction with our services; and 
(3) the costs and inconvenience of moving storage operations in-house or to another provider of 
information protection and storage services. 


1 Fora more detailed definition and reconciliation of OIBDA and a discussion of why we believe this 
measure provides relevant and useful information to our current and potential investors, see Item 7. 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Non- 
GAAP Measures.” 


e Diversified and Stable Customer Base. As of December 31, 2006, we had over 90,000 corporate 
clients in a variety of industries. We currently provide services to commercial, legal, banking, 
healthcare, accounting, insurance, entertainment and government organizations, including more 
than 90% of the Fortune 1000 and 85% of the FTSE 100. No customer accounted for more than 2% 
of our consolidated revenues for the years ended December 31, 2004, 2005 and 2006. For each of 
the three years 2004 through 2006, the average volume reduction due to customers terminating 
their relationship with us was less than 2%. 


¢ Capital Expenditures Related Primarily to Growth. Our information protection and storage business 
requires limited annual capital expenditures made in order to maintain our current revenue stream. 
For the years 2004 through 2006, over 85% of our aggregate capital expenditures were growth- 
related investments, primarily in storage systems, which include racking, building and leasehold 
improvements, computer systems hardware and software, and buildings. These growth-related 
capital expenditures are primarily discretionary and create additional capacity for increases in 
revenues and OIBDA. In addition, since shifting our focus from growth through acquisitions to 
internal revenue growth, our capital expenditures, made primarily to support our internal revenue 
growth, have exceeded the aggregate acquisition consideration we conveyed in both 2001 and 2002. 
Although this was not the case in 2003 due to the acquisition of Hays IMS and in 2004 due to the 
acquisition of Connected and the 49.9% equity interest held by Mentmore plc (“Mentmore”) in 
Iron Mountain Europe Limited (“IME”), it was the case in both 2005 and 2006 and we expect this 
trend to continue in the future absent unusual acquisition activity. 


Growth Strategy 


Our objective is to maintain a leadership position in the information protection and storage services 
industry around the world, protecting and storing our customers’ information without regard to media 
format or geographic location. In the U.S. and Canada, we seek to be one of the largest information 
protection and storage services providers in each of our markets. Internationally, our objectives are to 
continue to capitalize on our expertise in the information protection and storage services industry and to 
make additional acquisitions and investments in selected international markets. Our primary avenues of 
growth are: (1) increased business with existing customers; (2) the addition of new customers; (3) the 
introduction of new products and services such as secure shredding and electronic vaulting; and 
(4) selective acquisitions in new and existing markets. 


Growth from Existing Customers 


Our existing customers storing physical records contribute to storage and storage-related service 
revenues growth because on average they generate additional cartons at a faster rate than old cartons are 
destroyed or permanently removed. In order to maximize growth opportunities from existing customers, 
we seek to maintain high levels of customer retention by providing premium customer service through our 
local account management staff. 


Our sales coverage model is designed to identify and capitalize on incremental revenue opportunities 
by allocating our sales resources based on a sophisticated segmentation of our customer base and selling 
additional records management, data protection & recovery and information destruction services, in new 
and existing markets, within our existing customer relationships. We also seek to leverage existing business 
relationships with our customers by selling complementary services and products. Services include records 
tracking, indexing, customized reporting, vital records management and consulting services. 


Addition of New Customers 


Our sales forces are dedicated to three primary objectives: (1) establishing new customer account 
relationships; (2) generating additional revenue from existing customers; and (3) expanding new and 
existing customer relationships by effectively selling a wide array of complementary services and products. 
In order to accomplish these objectives, our sales forces draw on our U.S. and international marketing 
organizations and senior management. 


Introduction of New Products and Services 


We continue to expand our menu of products and services. We have established a national presence in 
the secure shredding industry in the U.S., Canada and the U.K. and offer our electronic vaulting 
management services worldwide. These new products and services allow us to further penetrate our 
existing customer accounts and attract new customers in previously untapped markets. 


Growth through Acquisitions 


Our acquisition strategy includes expanding geographically, as necessary, and increasing our presence 
and scale within existing markets through “fold-in” acquisitions. We have a successful record of acquiring 
and integrating information protection and storage services companies. Between January 1, 1996, when we 
began our acquisition program, and December 31, 2006, we completed 187 acquisitions in North America, 
Europe, Latin America and Asia Pacific for total consideration of approximately $3.1 billion, including 
approximately $1 billion associated with our merger with Pierce Leahy Corp. (“Pierce Leahy”) in 
February 2000. During that period, we substantially completed our geographic expansion in North 
America, Europe and Latin America and began our expansion into Asia Pacific. 


Acquisitions in the U.S. and Canada 


We intend to continue our acquisition program in the U.S. and Canada focusing primarily on the 
secure shredding industry, expanding geographically, as necessary and building scale in some of our smaller 
markets through “fold-in” acquisitions. However, given the small number of large acquisition prospects 
and our increased revenue base, future acquisitions are expected to be less significant to overall U.S. and 
Canadian revenue growth. 


International Acquisition Strategy 


We also intend to continue to make acquisitions and investments in information protection and 
storage services businesses outside the U.S. and Canada. We have acquired and invested in, and seek to 
acquire and invest in, information protection and storage services companies in countries, and, more 
specifically, markets within such countries, where we believe there is sufficient demand from existing 
multinational customers or the potential for significant growth. Since beginning our international 
expansion program in January 1999, we have directly and through joint ventures, expanded our operations 
into 26 countries in Europe, Latin America and Asia Pacific. These transactions have taken, and may 
continue to take, the form of acquisitions of the entire business or controlling or minority investments, with 
a long-term goal of full ownership. In addition to the criteria we use to evaluate U.S. and Canadian 
acquisition candidates, we also evaluate the presence in the potential market of our existing customers as 
well as the risks uniquely associated with an international investment, including those risks described 
below. 


The experience, depth and strength of local management are particularly important in our 
international acquisition strategy. As a result, we have formed joint ventures with, or acquired significant 
interests in, target businesses throughout Europe, Latin America and Asia Pacific. We began our 
international expansion by acquiring a 50.1% controlling interest in each of our IME, Iron Mountain 
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South America, Ltd. (““IMSA”) and Sistemas de Archivo Corporativo (a Mexican limited liability 
company) subsidiaries. 


In 2006, we established a majority-owned joint venture serving four major markets in India, completed 
minority investments in information protection and storage businesses with operations in Poland and 
Russia, and signed a definitive agreement to establish a majority-owned joint venture in Asia Pacific. The 
Asia Pacific transaction is expected to close in the first quarter of 2007 for consideration of approximately 
$2 million and gives us an initial presence in Singapore, Hong Kong-SAR, China, Indonesia, Sri Lanka, 
Taiwan and Malaysia. 


We believe this strategy, rather than an outright acquisition, may, in certain markets, better position 
us to expand the existing business. The local partner benefits from our expertise in the information 
protection and storage services industry, our multinational customer relationships, our access to capital 
and our technology, and we benefit from our local partner’s knowledge of the market, relationships with 
local customers and their presence in the community. 


Our long-term goal is to acquire full ownership of each such business. To that end, in February 2004, 
we acquired the remaining 49.9% minority equity interest in IME, in January 2005, we acquired the 
remaining 49.9% minority equity interest in IMSA and in April 2006, we acquired the remaining minority 
equity ownership in our Mexican operations. In addition, we have bought out partnership interests, in 
whole or in part, in Chile, Eastern Europe and the Netherlands. As a result of these transactions we own 
more than 98% of our international operations, measured as a percentage of consolidated revenues. 


Our international investments are subject to risks and uncertainties relating to the indigenous 
political, social, regulatory, tax and economic structures of other countries, as well as fluctuations in 
currency valuation, exchange controls, expropriation and governmental policies limiting returns to foreign 
investors. 


The amount of our revenues derived from international operations and other relevant financial data 
for fiscal years 2004, 2005 and 2006 are set forth in Note 9 to Notes to Consolidated Financial Statements. 
For the years ended December 31, 2004, 2005 and 2006, we derived approximately 27%, 28% and 30%, 
respectively, of our total revenues from outside of the U.S. As of December 31, 2004, 2005 and 2006, we 
have long-lived assets of approximately 31%, 31% and 33%, respectively, from outside of the U.S. 


Digital Growth and Technology Innovation Strategy 


Similar to our physical businesses, we seek to grow revenues in our Worldwide Digital Segment by 
selling our products and services to existing and new customers. Our focus on technology innovation allows 
us to bring leading products and services to market designed to solve customer problems in the areas of 
data protection and e-records management. Our approach to innovation has three major components: 
build, buy and partner. We will build or develop our own technology in areas core to our strategy in order 
to protect and extend our lead in the market. Examples include, back up and archiving Software as a 
Service and data reduction technologies. Our technology acquisition strategy is designed to accelerate our 
product strategy, leadership and time to market and past examples include the Connected and LiveVault 
acquisitions. Finally, we are developing global technology partnerships that complement our product and 
service offerings, allow us to offer a complete solution to the marketplace and keep us in contact with 
emerging technology companies. 
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Customers 


Our customer base is diversified in terms of revenues and industry concentration. As of December 31, 
2006, we had over 90,000 corporate clients in a variety of industries. We currently provide services to 
commercial, legal, banking, healthcare, accounting, insurance, entertainment and government 
organizations, including more than 90% of the Fortune 1000 and more than 85% of the FTSE 100. No 
customer accounted for more than 2% of our consolidated revenues for the years ended December 31, 
2004, 2005 and 2006. 


Competition 


We compete with our current and potential customers’ internal information protection and storage 
services capabilities. We can provide no assurance that these organizations will begin or continue to use an 
outside company such as Iron Mountain for their future information protection and storage services. 


We compete with multiple information protection and storage services providers in all geographic 
areas where we operate. We believe that competition for customers is based on price, reputation for 
reliability, quality of service and scope and scale of technology and that we generally compete effectively 
based on these factors. 


We also compete with other information protection and storage services providers for companies to 
acquire. Some of our competitors may possess substantial financial and other resources. If any such 
competitor were to devote additional resources to the information protection and storage services business 
and such acquisition candidates or focus their strategy on our markets, our results of operations could be 
adversely affected. 


Alternative Technologies 


We derive most of our revenues from the storage of paper documents and storage-related services. 
This storage requires significant physical space. Alternative storage technologies exist, many of which 
require significantly less space than paper documents. These technologies include computer media, 
microform, CD-ROM and optical disk. To date, none of these technologies has replaced paper documents 
as the principal means for storing information. However, we can provide no assurance that our customers 
will continue to store most of their records in paper documents format. We continue to invest in additional 
services such as electronic vaulting and e-records management, designed to address our customers’ need 
for efficient, cost-effective, high quality solutions for electronic records and information management. 


Employees 


As of December 31, 2006, we employed over 10,400 employees in the U.S. and over 8,200 employees 
outside of the U.S. At December 31, 2006, an aggregate of 600 employees were represented by unions in 
California, Georgia and two cities in Canada. 


All non-union employees are generally eligible to participate in our benefit programs, which include 
medical, dental, life, short and long-term disability, retirement/401(k) and accidental death and 
dismemberment plans. Unionized employees receive these types of benefits through their unions. In 
addition to base compensation and other usual benefits, all full-time employees participate in some form 
of incentive-based compensation program that provides payments based on revenues, profits, collections or 
attainment of specified objectives for the unit in which they work. Management believes that we have good 
relationships with our employees and unions. However, as of December 31 2006, certain of our labor 
contracts had expired, and we were operating under the expired contracts while attempting to negotiate 
replacement agreements. 
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Insurance 


For strategic risk transfer purposes, we maintain a comprehensive insurance program with insurers 
that we believe to be reputable and that have adequate capitalization in amounts that we believe to be 
appropriate. Property insurance is purchased on an all-risk basis, including flood and earthquake, subject 
to certain policy conditions, sublimits and deductibles, and inclusive of the replacement cost of real and 
personal property, including leasehold improvements, business income loss and extra expense. Separate 
excess policies for insurer defined Critical Earthquake Zone exposures are maintained at what we believe 
to be appropriate limits and deductibles for that exposure. Included among other types of insurance that 
we carry, subject to certain policy conditions, sublimits and deductibles, are: workers compensation, 
general liability, umbrella, automobile, professional, warehouse legal and directors and officers liability 
policies. In 2002, we established a wholly-owned Vermont domiciled captive insurance company as a 
subsidiary; through the subsidiary we retain and reinsure a portion of our property loss exposure. 


Our standard form of storage contract in the U.S. sets forth an agreed maximum valuation for each 
carton or other storage unit held by us, which serves as a limitation of liability for loss or damage, as 
permitted under the Uniform Commercial Code. In contracts containing such limits, such values are 
nominal, and we believe that in typical circumstances our liability would be so limited in the event of loss 
or damage to stored items for which we may be held liable. Outside the U.S., most of our contracts have 
similar limited valuation and liability provisions that we believe are in accordance with local business 
customs and statutes. However, some of our agreements with large volume accounts and some of the 
contracts assumed in our acquisitions contain no such limits or contain higher limits or supplemental 
insurance arrangements. 


Environmental Matters 


Some of our current and formerly owned or leased properties were previously used by entities other 
than us for industrial or other purposes that involved the use, storage, generation and/or disposal of 
hazardous substances and wastes, including petroleum products. In some instances these properties 
included the operation of underground storage tanks or the presence of asbestos-containing materials. 
Although we have from time to time conducted limited environmental investigations and remedial 
activities at some of our former and current facilities, we have not undertaken an in-depth environmental 
review of all of our properties. We therefore may be potentially liable for environmental costs and may be 
unable to sell, rent, mortgage or use contaminated real estate owned or leased by us. Under various 
federal, state and local environmental laws, we may be potentially liable for environmental compliance and 
remediation costs to address contamination, if any, located at owned and leased properties as well as 
damages arising from such contamination, whether or not we know of, or were responsible for, the 
contamination, or the contamination occurred while we owned or leased the property. Environmental 
conditions for which we might be liable may also exist at properties that we may acquire in the future. In 
addition, future regulatory action and environmental laws may impose costs for environmental compliance 
that do not exist today. 


We transfer a portion of our risk of financial loss due to currently undetected environmental matters 
by purchasing an environmental impairment liability insurance policy, which covers all owned and leased 
locations. Coverage is provided for both liability and remediation costs. 


Reincorporation 


On May 27, 2005, Iron Mountain Incorporated, a Pennsylvania corporation (“Iron Mountain PA”), 
reincorporated as a Delaware corporation. The reincorporation was effected by means of a statutory 
merger (the “Merger’”) of Iron Mountain PA with and into Iron Mountain Incorporated, a Delaware 
corporation (“Iron Mountain DE”), a wholly owned subsidiary of Iron Mountain PA. In connection with 
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the Merger, Iron Mountain DE succeeded to and assumed all of the assets and liabilities of Iron 
Mountain PA. Apart from the change in its state of incorporation, the Merger had no effect on Iron 
Mountain PA’s business, board composition, management, employees, fiscal year, assets or liabilities, or 
location of its facilities, and did not result in any relocation of management or other employees. The 
Merger was approved at the Annual Meeting of Stockholders held on May 26, 2005. Upon consummation 
of the Merger, Iron Mountain DE succeeded to Iron Mountain PA’s reporting obligations and continued 
to be listed on the New York Stock Exchange under the symbol “IRM.” 


Internet Website 


Our Internet address is www.ironmountain.com. Under the “Investor Relations” category on our 
Internet website, we make available through a hyperlink to a third party website, free of charge, our 
Annual Report on Form 10-K, our Quarterly Reports on Form 10-Q, our Current Reports on Form 8-K 
and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934 (the “Exchange Act”) as soon as reasonably practicable after such forms are filed 
with or furnished to the SEC. We are not including the information contained on or available through our 
website as a part of, or incorporating such information by reference into, this Annual Report on 
Form 10-K. Copies of our corporate governance guidelines, code of ethics and the charters of our audit, 
compensation, and nominating and governance committees may be obtained free of charge by writing to 
our Secretary, Iron Mountain Incorporated, 745 Atlantic Avenue, Boston, Massachusetts, 02111 and are 
available on our website www.ironmountain.com under the heading “Corporate Governance.” 


Item 1A. Risk Factors. 


Our business faces many risks. If any of the events or circumstances described in the following risks 
actually occur, our business, financial condition or results of operations could suffer and the trading price 
of our debt or equity securities could decline. Our investors and prospective investors should consider the 
following risks and the information contained under the heading “Cautionary Note Regarding Forward- 
Looking Statements” before deciding to invest in our securities. 


Operational Risks 
We face competition for customers. 


We compete with our current and potential customers’ internal information protection and storage 
services capabilities. These organizations may not begin or continue to use an outside company, such as 
our company, for their future information protection and storage services needs or may not use us to 
provide these services. We also compete with multiple information protection and storage services 
providers in all geographic areas where we operate. 


Governmental focus on data security could increase our costs of operations. In addition, our failure to protect 
our customers’ confidential information against security breaches could damage our reputation, harm our 
business and adversely impact our results of operations. 


Many new state and federal laws and regulations are being contemplated and enacted relative to 
privacy issues in general and the care and handling of personal information in particular. In reaction to 
publicized incidents in which electronically stored information has been lost, illegally accessed or stolen, 
many states have adopted breach of data security statutes and regulations that require notification to 
consumers if the security of their personal information, such as social security numbers, is breached. In 
addition, the United States Congress is considering several bills that are intended to address data security, 
including by requiring notification to affected persons of breaches of data security. We have cooperated 
with a U.S. federal agency in a non-public inquiry regarding our information security practices, and we may 
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be subject to additional inquiries in the future. We have experienced incidents in which customers’ backup 
tapes or other records have been lost, and we have been informed by customers in some incidents that the 
lost media or records contained personal information. The increased focus on data security may lead to 
governmental action and/or changes in customer demand as a result of which we may modify our 
operations with the goal of further improving data security or accept increased liabilities or obligations if 
breaches of data security occur with respect to data in our custody. However, we may be unable to increase 
our rates sufficiently to counter our increased expenses due to such modifications in operations or such 
acceptance of increased liabilities and obligations, and that would adversely impact our results of 
operations. In addition, any compromise of security, accidental loss or theft of customer data in our 
possession could damage our reputation and expose us to risk of liability, which could harm our business 
and adversely impact our results of operations. 


We may not be able to effectively expand our digital businesses. 


We are implementing our planned expansion into various digital businesses. Our entrance into these 
markets poses certain unique risks. For example, we may be unable to: 


¢ raise the amount of capital necessary to effectively participate in these businesses; 
e develop, hire or otherwise obtain the necessary technical expertise; 
e accurately predict the size of the markets for any of these services; or 


¢ compete effectively against other companies that possess greater technical expertise, capital or 
other necessary resources. 


In addition, the digital solutions we offer may not gain or retain market acceptance, or business 
partners upon whom we depend for technical and management expertise, as well as the hardware and 
software products we need to complement our services, may not perform as expected. 


Our customers may shift from paper storage to alternative technologies that require less physical space. 


We derive most of our revenues from the storage of paper documents and storage related services. 
This storage requires significant physical space. Alternative storage technologies exist, many of which 
require significantly less space than paper documents. These technologies include computer media, 
microform, CD-ROM and optical disk. We can provide no assurance that our customers will continue to 
store most of their records in paper documents format. A significant shift by our customers to storage of 
data through non-paper based technologies, whether now existing or developed in the future, could 
adversely affect our business. 


We may be subject to certain costs and potential liabilities associated with the real estate required for our 
businesses. 


Because our businesses are heavily dependent on real estate, we face special risks attributable to the 
real estate we own or lease. Such risks include: 


e variable occupancy costs and difficulty locating suitable sites due to fluctuations in the real estate 
market; 


¢ uninsured losses or damage to our storage facilities due to an inability to obtain full coverage on a 
cost-effective basis for some casualties, such as earthquakes, or any coverage for certain losses, such 
as losses from riots or terrorist activities; 


e loss of our investment in, and anticipated profits and cash flow from, damaged property that is 
uninsured; and 
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e liability under environmental laws for the costs of investigation and cleanup of contaminated real 
estate owned or leased by us, whether or not we know of, or were responsible for, the 
contamination, or the contamination occurred while we owned or leased the property. 


Some of our current and formerly owned or leased properties were previously used by entities other 
than us for industrial or other purposes that involved the use, storage, generation and/or disposal of 
hazardous substances and wastes, including petroleum products. In some instances these properties 
included the operation of underground storage tanks or the presence of asbestos-containing materials. 
Although we have from time to time conducted limited environmental investigations and remedial 
activities at some of our former and current facilities, we have not undertaken an in-depth environmental 
review of all of our properties. We therefore may be potentially liable for environmental costs like those 
discussed above and may be unable to sell, rent, mortgage or use contaminated real estate owned or leased 
by us. Environmental conditions for which we might be liable may also exist at properties that we may 
acquire in the future. In addition, future regulatory action and environmental laws may impose costs for 
environmental compliance that do not exist today. 


International operations may pose unique risks. 


As of December 31, 2006, we provided services in 86 markets outside the U.S. As part of our growth 
strategy, we expect to continue to acquire information protection and storage services businesses in foreign 
markets. International operations are subject to numerous risks, including: 


e the impact of foreign government regulations; 
e the volatility of certain foreign economies in which we operate; 
e political uncertainties; 


e the risk that the business partners upon whom we depend for technical assistance or management 
and acquisition expertise outside of the U.S. will not perform as expected; 


e differences in business practices; and 
e foreign currency fluctuations. 


In particular, our net income can be significantly affected by fluctuations in currencies associated with 
certain intercompany balances among our U.S. entities and our foreign subsidiaries and our U.K. entity 
and subsidiaries on the European continent. 


Risks Relating to Our Common Stock 


No Intention to Pay Dividends 


We have never declared or paid cash dividends on our capital stock. We intend to retain future 
earnings for use in our business and do not anticipate declaring or paying any cash dividends on shares of 
common stock in the foreseeable future. The terms of our credit agreement and our indentures contain 
provisions permitting the payment of cash dividends and stock repurchases subject to certain limitations. 
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Risks Relating to Our Indebtedness 


Our substantial indebtedness could adversely affect our financial health and prevent us from fulfilling our 
obligations under our various indebtedness. 


We have a significant amount of indebtedness. The following table shows important credit statistics as 
of December 31, 2006: 


At December 31, 2006 
(Dollars in millions) 


‘Lotallongsterm:debts.4.:.25.2.0 33 t 5d vs eat SUR es eles $2,668.8 
Stockholders? equity 2 eisig ese eee Sens eae eee eee eS $1,553.3 
DEDULOEQUILY TAO iss i064 ce conincy caw neeedee vein eter etarnter oes 1.72x 


Our substantial indebtedness could have important consequences to you. Our indebtedness may 
increase as we continue to borrow under existing and future credit arrangements in order to finance future 
acquisitions and for general corporate purposes, which would increase the associated risks. These risks 
include: 


inability to satisfy our obligations with respect to our various indebtedness; 


inability to adjust to adverse economic conditions; 


e inability to fund future working capital, capital expenditures, acquisitions and other general 
corporate requirements, including possible required repurchases of our various indebtedness; 


e limits on our flexibility in planning for, or reacting to, changes in our business and the information 
protection and storage services industry; 


e limits on future borrowings under our existing or future credit arrangements, which could affect our 
ability to pay our indebtedness or to fund our other liquidity needs; 


e inability to generate sufficient funds to cover required interest payments; and 


e restrictions on our ability to refinance our indebtedness on commercially reasonable terms. 


Restrictive loan covenants may limit our ability to pursue our growth strategy. 


Our credit facility and our indentures contain covenants restricting or limiting our ability to, among 
other things: 


e incur additional indebtedness; 

e pay dividends or make other restricted payments; 

e make asset dispositions; 

¢ create or permit liens; and 

e make capital expenditures and other investments. 

These restrictions may adversely affect our ability to pursue our acquisition and other growth 
strategies. 
We may not have the ability to raise the funds necessary to finance the repurchase of outstanding senior 

subordinated indebtedness upon a change of control event as required by our indentures. 


Upon the occurrence of a change of control, we will be required to offer to repurchase all outstanding 
senior subordinated indebtedness. However, it is possible that we will not have sufficient funds at the time 
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of the change of control to make the required repurchase of the notes or that restrictions in our revolving 
credit facility will not allow such repurchases. In addition, certain important corporate events, such as 
leveraged recapitalizations that would increase the level of our indebtedness, would not constitute a 
“change of control” under our indentures. 


Since Iron Mountain is a holding company, our ability to make payments on our various indebtedness depends 
in part on the operations of our subsidiaries. 


Iron Mountain is a holding company, and substantially all of our assets consist of the stock of our 
subsidiaries and substantially all of our operations are conducted by our direct and indirect wholly owned 
subsidiaries. As a result, our ability to make payments on our various indebtedness will be dependent upon 
the receipt of sufficient funds from our subsidiaries. However, our various indebtedness is guaranteed, on a 
joint and several and full and unconditional basis, by most, but not all, of our direct and indirect wholly 
owned U.S. subsidiaries. 


Acquisition and International Expansion Risks 
Failure to successfully integrate acquired operations could reduce our future results of operations. 


The success of any acquisition depends in part on our ability to integrate the acquired company. The 
process of integrating acquired businesses may involve unforeseen difficulties and may require a 
disproportionate amount of our management’s attention and our financial and other resources. We can 
give no assurance that we will ultimately be able to effectively integrate and manage the operations of any 
acquired business. Nor can we assure you that we will be able to maintain or improve the historical 
financial performance of Iron Mountain or our acquisitions. The failure to successfully integrate these 
cultures, operating systems, procedures and information technologies could have a material adverse effect 
on our results of operations. 


We may be unable to continue our international expansion. 


Our growth strategy involves expanding operations into international markets, and we expect to 
continue this expansion. Europe and Latin America have been our primary areas of focus for international 
expansion and we recently began our expansion into the Asia Pacific region. We have entered into joint 
ventures and have acquired all or a majority of the equity in information protection and storage services 
businesses operating in these areas and are actively pursuing additional opportunities. This growth strategy 
involves risks. We may be unable to pursue this strategy in the future. For example, we may be unable to: 


e identify suitable companies to acquire; 
¢ complete acquisitions on satisfactory terms; 


e incur additional debt necessary to acquire suitable companies if we are unable to pay the purchase 
price out of working capital, common stock or other equity securities; or 


e enter into successful business arrangements for technical assistance or management and acquisition 
expertise outside of the U.S. 


We also compete with other information protection and storage services providers for companies to 
acquire. Some of our competitors may possess substantial financial and other resources. If any such 
competitor were to devote additional resources to such acquisition candidates or focus its strategy on our 
international markets, our results of operations could be adversely affected. 


Item 1B. Unresolved Staff Comments. 


None. 
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Item 2. Properties. 


As of December 31, 2006, we conducted operations through 739 leased facilities and 214 facilities that 
we own. Our facilities are divided among our reportable segments as follows: North American Physical 
Business (644), International Physical Business (301) and Worldwide Digital Business (8). These facilities 
contain a total of 59.2 million square feet of space. Facility rent expense was $153.1 million and 
$169.9 million for the years ended December 31, 2005 and 2006, respectively. The leased facilities typically 
have initial lease terms of ten to fifteen years with one or more five year options to extend. In addition, 
some of the leases contain either a purchase option or a right of first refusal upon the sale of the property. 
Our facilities are located throughout North America, Europe, Latin America and Asia Pacific, with the 
largest number of facilities in California, Florida, Illinois, New Jersey, Texas, Canada and the U.K. We 
believe that the space available in our facilities is adequate to meet our current needs, although future 
growth may require that we acquire additional real property either by leasing or purchasing. See Note 10 to 
Notes to Consolidated Financial Statements for information regarding our minimum annual rental 
commitments. 


Item 3. Legal Proceedings. 


We are involved in litigation from time to time in the ordinary course of business with a portion of the 
defense and/or settlement costs being covered by various commercial liability insurance policies purchased 
by us. In the opinion of management, no material legal proceedings are pending to which we, or any of our 
properties, are subject. 


Item 4. Submission of Matters to a Vote of Security Holders. 


There were no matters submitted to a vote of security holders of Iron Mountain during the fourth 
quarter of the fiscal year ended December 31, 2006. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 


Our common stock is traded on the New York Stock Exchange, or NYSE, under the symbol “IRM.” 
On December 7, 2006, our board authorized and approved a three-for-two stock split effected in the form 
of a dividend on our common stock. We issued the additional shares of common stock resulting from this 
stock dividend on December 29, 2006 to all stockholders of record as of the close of business on 
December 18, 2006. 


The following table sets forth the high and low sale prices on the NYSE, for the years 2005 and 2006, 
giving effect to such stock split: 


___Sale Prices 
High Low 


2005 
First: QUarte t cese.g e055 aE A AS i GRE TRAE Sah RE TREE cL 0 MS $21.33 $17.77 
Second! Ouarter.. 04. s:2.cis bss eras osseous 1s eases ees 20.81 18.17 
THIird Quarters 3<e <ecdsg Meee ndeeh ee Gd stars BERS EAS SEN SEE SS 25.17 20.13 
Fourth: QUarter sic4xaccee, cts cpa. geen ed aside 8444s Se Ft Sa 30.06 22.80 
2006 
First: Quarter 2 oecc ds. ea eneead sens ae 2a eos oes Bae DOT Re $29.91 $26.29 
S€COnG: Quarters oc. cd.c-g escse ies dee sGeSees OeO boss Dee eaes 27.24 22.91 
Third: Ouarter: 24.202:hccd.5 ds eaeado ve seeds Raw TS sas Dae POA 29.48 22.64 
FOuUrth Quarter gc2ccdecce 2 chee seteaend oss 848s O5 SO 2S Ss BEE POE 29.72 27.03 


The closing price of our common stock on the NYSE on February 15, 2007 was $28.51. As of 
February 15, 2007, there were 526 holders of record of our common stock. We believe that there are more 
than 77,000 beneficial owners of our common stock. 


The only dividends we have paid on our common stock during the last two years was the stock 
dividend paid in connection with the stock split referenced above. Our Board currently intends to retain 
future earnings, if any, for the development of our business and does not anticipate paying cash dividends 
on our common stock in the foreseeable future. Any determinations by our Board to pay cash dividends on 
our common stock in the future will be based primarily upon our financial condition, results of operations 
and business requirements. Our Credit Facility permits the payment of cash dividends and stock 
repurchases subject to certain limitations. 


There was no common stock repurchased or sales of unregistered securities for the fourth quarter 
ended December 31, 2006. 
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Item 6. Selected Financial Data. 


The following selected consolidated statements of operations, balance sheet and other data have 
been derived from our audited consolidated financial statements. The selected consolidated financial and 
operating information set forth below, giving effect to stock splits, should be read in conjunction with 
Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and 
our Consolidated Financial Statements and the Notes thereto included elsewhere in this filing. 


Year Ended December 31, 
2002(1) 2003 2004 2005 2006 
(In thousands, except per share data) 


Consolidated Statements of 
Operations Data: 


Revenues: 
StOPaSe ce etacceethrcendae ed $ 759,536 $ 875,035 $1,043,366 $1,181,551 $1,327,169 
Service and Storage Material 
Dales ieee Tica herbs edie 558,961 626,294 774,223 896,604 1,023,173 
Total Revenues ........... 1,318,497 1,501,329 1,817,589 2,078,155 2,350,342 
Operating Expenses: 


Cost of Sales (excluding 
depreciation and 


amortization)(2)........... 622,299 680,747 823,899 938,239 1,074,268 
Selling, General and 
Administrative(2).......... 333,050 383,641 486,246 569,695 670,074 
Depreciation and 
Amortization.............. 108,992 130,918 163,629 186,922 208,373 
Merger-related Expenses ..... 796 — — — — 
Loss (Gain) on 
Disposal/Writedown of 
Property, Plant and 
Equipment, Net........... 774 1,130 (681) (3,485) (9,560) 
Total Operating Expenses .. 1,065,911 1,196,436 1,473,093 1,691,371 1,943,155 
Operating Income ............. 252,586 304,893 344,496 386,784 407,187 
Interest Expense, Net .......... 136,632 150,468 185,749 183,584 194,958 
Other Expense (Income), Net... 1,435 (2,564) (7,988) 6,182 (11,989) 


Income from Continuing 
Operations Before Provision 
for Income Taxes and 


Minority Interest ............ 114,519 156,989 166,735 197,018 224,218 
Provision for Income Taxes ..... 47,318 66,730 69,574 81,484 93,795 
Minority Interests in Earnings 

of Subsidiaries, Net .......... 3,629 5,622 2,970 1,684 1,560 


Income from Continuing 
Operations before 
Discontinued Operations and 
Cumulative Effect of Change 


in Accounting Principle....... 63,572 84,637 94,191 113,850 128,863 
Income from Discontinued 
Operations (net of tax) ....... 1,116(4) — — — — 


Cumulative Effect of Change in 

Accounting Principle (net of 

minority interest and tax 

benefit) is ceavalere artes es (6,396)(5) —_ — (2,751)(6) —_ 
Net Income ................... $ 58,292 $ 84637 $ 94191 $ 111,099 $ 128,863 
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Year Ended December 31, 
2002(1) 2003 2004 2005 2006 
(In thousands, except per share data) 


Net Income per Common 
Share—Basic: 
Income from Continuing 


OperanOns, ececicanuateatac sas $ 0.33 = $ 0.44 $ 0.49 $ 0.58 $ 0.65 
Income from Discontinued 
Operations (net of tax) ....... 0.01 — — — — 


Cumulative Effect of Change 
in Accounting Principle (net 
of minority interest and tax 


benefit).................004, (0.03) — — (0.01) — 
Net Income—Basic ............ $ 0.31 8 §$ 0.44 $ 0.49 $ 0.57 = $ 0.65 
Net Income per Common 

Share—Diluted: 
Income from Continuing 

OperahOns. eceyiscadantnrkes $ 0.33 = $ 0.43 $ 0.48 $ 0.57 $ 0.64 
Income from Discontinued 

Operations (net of tax) ....... 0.01 — — — — 
Cumulative Effect of Change 

in Accounting Principle (net of 

minority interest and tax 

benefit) so teed tet heeds ceed (0.03) — — (0.01) — 
Net Income—Diluted .......... $ 0.30 = $ 0.43 $ 0.48 $ 0.56 $ 0.64 
Weighted Average Common 

Shares Outstanding—Basic ... 190,464 191,851 193,625 195,988 198,116 
Weighted Average Common 

Shares Outstanding— 

DUE esac esce Socios reesei 193,660 195,116 196,764 198,104 200,463 
(footnotes follow) 

Year Ended December 31, 
2002(1) 2003 2004 2005 2006 
(In thousands) 

Other Data: 
OIBDA(2)(3) icccevsteeeteceieeaiees sds $361,578 $435,811 $508,125 $573,706 $615,560 
OIBDA Margin(2)(3) ............ 0.0005 27.4% 29.0% 28.0% 27.6% 26.2% 
Ratio of Earnings to Fixed Charges ....... 1.6x 1.8x 1.7x 1.8x 1.8x 
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As of December 31, 
2002 2003 2004 2005 2006 
(In thousands) 


Consolidated Balance Sheet Data: 
Cash and Cash Equivalents ......... $ 56,292 $ 74683 $ 31,942 $ 53,413 $ 45,369 
Total Assets........ 0.0.00 cece eee ee 3,230,655 3,892,099 4,442,387 4,766,140 5,209,521 
Total Long-Term Debt (including 

Current Portion of Long-Term 

Debt) ats asd dora ise asdlectare arenrdecwiya tes 1,732,097 2,089,928 2,478,022 2,529,431 2,668,816 
Stockholders’ Equity ............... 944,861 1,066,114 1,218,568 1,370,129 1,553,273 


Reconciliation of OIBDA to Operating Income and Net (Loss) Income: 


Year Ended December 31, 
2002(1) 2003 2004 2005 2006 
(In thousands) 
OIBDA(2)(3) ...... 2. eee eee ee eee $361,578 $435,811 $508,125 $573,706 $615,560 
Less: Depreciation and Amortization. . . 108,992 130,918 163,629 186,922 208,373 
Operating Income ...........----+06- 252,586 304,893 344,496 386,784 407,187 
Less: Interest Expense, Net ........... 136,632 150,468 185,749 183,584 194,958 
Other Expense (Income), Net....... 1,435 (2,564) (7,988) 6,182 (11,989) 
Provision for Income Taxes ......... 47,318 66,730 69,574 81,484 93,795 
Minority Interests in Earnings of 
Subsidiaries.............. 000000 3,629 5,622 2,970 1,684 1,560 
Income from Discontinued 
Operations (net of tax)........... (1,116)(4) — — — — 
Cumulative Effect of Change in 
Accounting Principle (net of 
minority interest and tax benefit) . . 6,396(5) — — 2,751(6) — 
Net Income ...............c0000 eee $ 58,292 $ 84,637 $ 94,191 $111,099 $128,863 
(footnotes follow) 
(1) We recorded specific charges associated with the integration of the operations of Pierce Leahy in 2002 


(2) 


(3) 


within merger related expenses as a result of the Pierce Leahy acquisition in 2000. 


Effective January 1, 2003, we began using the fair value method of accounting in our financial 
statements using the prospective method in accordance with Statement of Financial Accounting 
Standards (“SFAS”) No. 123, “Accounting for Stock-Based Compensation,” as amended by 

SFAS No. 148, “Accounting for Stock-Based Compensation—Transition and Disclosure.” As a result, 
we recorded $1,664, $3,857, $6,189 and $12,387 for the years ended December 31, 2003, 2004, 2005 
and 2006, respectively, associated with such stock compensation expenses. We adopted 

SFAS No. 123R, “Share-Based Payment.” effective January 1, 2006 using the modified prospective 
method, as permitted under SFAS No. 123R. We record stock-based compensation expense for the 
cost of stock options, restricted stock and shares issued under the employee stock purchase plan based 
on the requirements of SFAS No. 123R beginning January 1, 2006. For the year ended December 31, 
2006, the incremental stock-based compensation expense due to the adoption of SFAS No. 123R 
caused income before provision for income taxes and minority interest to decrease by $894, and net 
income to decrease by $539, and had no impact on basic and diluted earnings per share. 


OIBDA is defined as operating income before depreciation and amortization expenses. OIBDA 
Margin is calculated by dividing OIBDA by total revenues. For a more detailed definition and 
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reconciliation of OIBDA and a discussion of why we believe these measures provide relevant and 
useful information to our current and potential investors, see Item 7. “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations—Non-GAAP Measures.” 


(4) In connection with the sale of Arcus Staffing Resources, Inc., which was accounted for as a 
discontinued operation, we recorded income from discontinued operations of $1,116 (net of tax of 
$768) in 2002 related to the reversal of remaining liabilities associated with certain contingencies 
which have been resolved. 


(5) Effective January 1, 2002, we reviewed goodwill for impairment consistent with the guidelines of 
SFAS No. 142, “Goodwill and other Intangible Assets,” using a discounted future cash flow approach 
to approximate fair value. The result of testing our goodwill for impairment in accordance with 
SFAS No. 142, as of January 1, 2002, was a non-cash charge of $6,396 (net of minority interest of 
$8,487) related to the impairment of goodwill associated with our investment in South America due 
primarily to the deterioration of the economy and the devaluation of the currency in Argentina. 


(6) Effective December 31, 2005, we adopted the provisions of Financial Accounting Standards Board 
(“FASB”) Interpretation No. 47, “Accounting for Conditional Asset Retirement Obligations, an 
interpretation of FASB Statement No. 143.” As a result, a non-cash charge of $2,751 net of tax benefit 
was recorded in the fourth quarter of 2005 as a cumulative effect of change in accounting principle in 
the accompanying consolidated statements of operations. See Note 2(f) to Notes to Consolidated 
Financial Statements. 


Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 


The following discussion should be read in conjunction with “Item 6. Selected Financial Data” and the 
Consolidated Financial Statements and Notes thereto and the other financial and operating information 
included elsewhere in this filing. 


This discussion contains “forward-looking statements,” as that term is defined in the Private Securities 
Litigation Reform Act of 1995 and in other federal securities laws. See “Cautionary Note Regarding 
Forward-Looking Statements” on page ii of this filing and “Item 1A. Risk Factors” beginning on page 14 
of this filing. 


Overview 


Our revenues consist of storage revenues as well as service and storage material sales revenues. 
Storage revenues, both physical and digital, which are considered a key performance indicator for the 
information protection and storage services industry, consist of largely recurring periodic charges related 
to the storage of materials or data (generally on a per unit or per cubic foot of records basis), which are 
typically retained by customers for many years, and have accounted for over 56% of total consolidated 
revenues in each of the last five years. Our quarterly revenues from these fixed periodic storage fees have 
grown for 72 consecutive quarters. Service and storage material sales revenues are comprised of charges 
for related service activities and courier operations and the sale of software licenses and storage materials. 
Included in service and storage materials sales are related core service revenues arising from: (1) the 
handling of records including the addition of new records, temporary removal of records from storage, 
refiling of removed records, destruction of records, and permanent withdrawals from storage; (2) courier 
operations, consisting primarily of the pickup and delivery of records upon customer request; (3) secure 
shredding of sensitive documents; and (4) other recurring services including maintenance and support 
contracts. Our complementary services revenues arise from special project work, including data 
restoration, providing fulfillment services, consulting services and product sales, including software 
licenses, specially designed storage containers, magnetic media (including computer tapes) and related 
supplies. Our consolidated revenues are subject to variations caused by the net effect of foreign currency 
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translation on revenue derived from outside the U.S. For the years ended December 31, 2004, 2005 and 
2006, we derived approximately 27%, 28% and 30%, respectively, of our total revenues from outside 
the U.S. 


We recognize revenue when the following criteria are met: persuasive evidence of an arrangement 
exists, services have been rendered, the sales price is fixed or determinable, and collectability of the 
resulting receivable is reasonably assured. Storage and service revenues are recognized in the month the 
respective storage or service is provided and customers are generally billed on a monthly basis on 
contractually agreed-upon terms. Amounts related to future storage or prepaid service contracts, including 
maintenance and support contracts, for customers where storage fees or services are billed in advance are 
accounted for as deferred revenue and recognized ratably over the applicable storage or service period or 
when the service is performed. Storage material sales are recognized when shipped to the customer and 
include software license sales (less than 1% of consolidated revenues in 2006). Sales of software licenses to 
distributors are recognized at the time a distributor reports that the software has been licensed to an 
end-user and all revenue recognition criteria have been satisfied. 


Cost of sales (excluding depreciation) consists primarily of wages and benefits for field personnel, 
facility occupancy costs (including rent and utilities), transportation expenses (including vehicle leases and 
fuel), other product cost of sales and other equipment costs and supplies. Of these, wages and benefits and 
facility occupancy costs are the most significant. Trends in total wages and benefits dollars and as a 
percentage of total consolidated revenue are influenced by changes in headcount and compensation levels, 
achievement of incentive compensation targets, workforce productivity and variability in costs associated 
with medical insurance and workers compensation. Trends in facility occupancy costs are similarly 
impacted by the total number of facilities we occupy, the mix of properties we own versus properties we 
occupy under operating leases, fluctuations in per square foot occupancy costs, and the levels of utilization 
of these properties. 


The expansion of our European, secure shredding and digital services businesses has impacted the 
major cost of sales components. Our European and secure shredding operations are more labor intensive 
than our core physical businesses and therefore increase our labor costs as a percent of consolidated 
revenues. This trend is partially offset by our digital services businesses, which require significantly less 
direct labor. Our secure shredding operations incur less facility costs and higher transportation costs as a 
percent of revenues compared to our core physical businesses. 


Selling, general and administrative expenses consist primarily of wages and benefits for management, 
administrative, information technology, sales, account management and marketing personnel, as well as 
expenses related to communications and data processing, travel, professional fees, bad debts, training, 
office equipment and supplies. Trends in total wages and benefits dollars and as a percentage of total 
consolidated revenue are influenced by changes in headcount and compensation levels, achievement of 
incentive compensation targets, workforce productivity and variability in costs associated with medical 
insurance. The overhead structure of our expanding European operations, as compared to our North 
American operations, is more labor intensive and has not achieved the same level of overhead leverage, 
which may result in an increase in selling, general and administrative expenses, as a percentage of 
consolidated revenue, as our European operations become a more meaningful percentage of our 
consolidated results. Similarly, our digital services business requires a higher level of overhead, particularly 
in the area of information technology, than our core physical businesses. 
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Our adoption of the measurement provisions of SFAS No. 123 as amended by SFAS No. 148 has 
resulted in increasing amounts of selling, general and administrative expenses. We began using the fair 
value method of accounting for stock-based compensation in our financial statements beginning January 1, 
2003 using the prospective method. The prospective method involves recognizing expense for the fair value 
for all awards granted or modified in the year of adoption and thereafter with no expense recognition for 
previous awards. We adopted SFAS No. 123R, “Share-Based Payment” effective January 1, 2006 using the 
modified prospective method, as permitted under SFAS No. 123R. We record stock-based compensation 
expense for the cost of stock options, restricted stock and shares issued under the employee stock purchase 
plan based on the requirements of SFAS No. 123R beginning January 1, 2006. We recorded approximately 
$0.9 million of additional stock compensation expense in 2006 associated with unvested stock option grants 
issued prior to January 1, 2003 associated with adopting SFAS No. 123R. 


Our depreciation and amortization charges result primarily from the capital-intensive nature of our 
business. The principal components of depreciation relate to storage systems, which include racking, 
building and leasehold improvements, computer systems hardware and software, and buildings. 
Amortization relates primarily to customer relationships and acquisition costs and core technology and is 
impacted by the nature and timing of acquisitions. 


Our consolidated revenues and expenses are subject to variations caused by the net effect of foreign 
currency translation on revenues and expenses incurred by our entities outside the U.S. During 2006, we 
have seen increases in both revenues and expenses as a result of the strengthening of the Canadian dollar 
against the U.S. dollar, and decreases in both revenues and expenses as a result of the weakening of the 
British pound sterling and the Euro, based on an analysis of weighted average rates for the comparable 
periods. It is difficult to predict how much foreign currency exchange rates will fluctuate in the future and 
how those fluctuations will impact individual balances reported in our consolidated statement of 
operations. Given the relative increase in our international operations, these fluctuations may become 
material on individual balances. However, because both the revenues and expenses are denominated in the 
local currency of the country in which they are derived or incurred, the impact of currency fluctuations on 
our operating income, operating margin and net income is mitigated. 


Non-GAAP Measures 
Operating Income Before Depreciation and Amortization, or OIBDA 


OIBDA is defined as operating income before depreciation and amortization expenses. OIBDA 
Margin is calculated by dividing OIBDA by total revenues. We use these measures to evaluate the 
operating performance of our consolidated business. As such, we believe these measures provide relevant 
and useful information to our current and potential investors. We use OIBDA for planning purposes and 
multiples of current or projected OIBDA-based calculations in conjunction with our discounted cash flow 
models to determine our overall enterprise valuation and to evaluate acquisition targets. We believe 
OIBDA and OIBDA Margin are useful measures to evaluate our ability to grow our revenues faster than 
our operating expenses and they are an integral part of the internal reporting system we use to assess and 
evaluate the operating performance of our business. OIBDA does not include certain items, specifically 
(1) minority interest in earnings (losses) of subsidiaries, net; (2) other (income) expense, net; (3) income 
from discontinued operations and loss on sale of discontinued operations; and (4) cumulative effect of 
change in accounting principle that we believe are not indicative of our core operating results. OIBDA also 
does not include interest expense, net and the provision for income taxes. These expenses are associated 
with our capitalization and tax structures, which we do not consider when evaluating the operating 
profitability of our core operations. Finally, OIBDA does not include depreciation and amortization 
expenses, in order to eliminate the impact of capital investments, which we evaluate by comparing capital 
expenditures to incremental revenue generated and as a percentage of total revenues. OIBDA and 
OIBDA Margin should be considered in addition to, but not as a substitute for, other measures of financial 
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performance reported in accordance with accounting principles generally accepted in the Unites States of 
America, or GAAP, such as operating or net income or cash flows from operating activities (as determined 
in accordance with GAAP). 


Reconciliation of OIBDA to Operating Income and Net Income (In Thousands): 


Year Ended December 31, 
2004 2005 2006 
OIBDA oatare eatis der eee esi Mdeoere Wee is Hee EBD RD Re $508,125 $573,706 $615,560 
Less: Depreciation and Amortization. ......... 0.0.0 cc eee eee eeee 163,629 186,922 208,373 
Operating INCOME: o.ccco22: ected senda gota suasetaterate a) 0 aye inyeiavetens ate apeiaveley elas 344,496 386,784 407,187 
Less: Interest Expense, Net ......... 0... cece ee cee eee eee eens 185,749 183,584 194,958 
Other (Income) Expense, Net............ 0... e eee e eee eens (7,988) 6,182 (11,989) 
Provision for Income Taxes .......... 0. ccc cee cece eee ene 69,574 81,484 93,795 
Minority Interests in Earnings of Subsidiaries ................ 2,970 1,684 1,560 
Cumulative Effect of Change in Accounting Principle (net of 
tax benefit): eles ek eee SS IN eR — 2,751 — 
NetIncOme ss 2:84. ds % Seek Bash Ei inh Sa se PISS PRS BT OS $ 94,191 $111,099 $128,863 


Critical Accounting Policies 


Our discussion and analysis of our financial condition and results of operations are based upon our 
consolidated financial statements, which have been prepared in accordance with GAAP. The preparation 
of these financial statements requires us to make estimates, judgments and assumptions that affect the 
reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets 
and liabilities at the date of the financial statements and for the period then ended. On an on-going basis, 
we evaluate the estimates used, including those related to accounting for acquisitions, allowance for 
doubtful accounts and credit memos, impairment of tangible and intangible assets, income taxes, stock- 
based compensation and self-insured liabilities. We base our estimates on historical experience, actuarial 
estimates, current conditions and various other assumptions that we believe to be reasonable under the 
circumstances. These estimates form the basis for making judgments about the carrying values of assets 
and liabilities and are not readily apparent from other sources. Actual results may differ from these 
estimates. Our critical accounting policies include the following, which are listed in no particular order: 


Accounting for Acquisitions 


Part of our growth strategy has included the acquisition of numerous businesses. The purchase price 
of these acquisitions has been determined after due diligence of the acquired business, market research, 
strategic planning, and the forecasting of expected future results and synergies. Estimated future results 
and expected synergies are subject to revisions as we integrate each acquisition and attempt to leverage 
resources. 


Each acquisition has been accounted for using the purchase method of accounting as defined under 
the applicable accounting standards at the date of each acquisition, including, Accounting Principles Board 
Opinion No. 16, “Accounting for Business Combinations,” and SFAS No. 141, “Business Combinations.” 
Accounting for these acquisitions has resulted in the capitalization of the cost in excess of fair value of the 
net assets acquired in each of these acquisitions as goodwill. We estimated the fair values of the assets 
acquired in each acquisition as of the date of acquisition and these estimates are subject to adjustment. 
These estimates are subject to final assessments of the fair value of property, plant and equipment, 
intangible assets, operating leases and deferred income taxes. We complete these assessments within one 
year of the date of acquisition. We are not aware of any information that would indicate that the final 
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purchase price allocations for acquisitions completed in 2006 would differ meaningfully from preliminary 
estimates. See Note 6 to Notes to Consolidated Financial Statements. 


In connection with each of our acquisitions, we have undertaken certain restructurings of the acquired 
businesses to realize efficiencies and potential cost savings. Our restructuring activities include the 
elimination of duplicate facilities, reductions in staffing levels, and other costs associated with exiting 
certain activities of the businesses we acquire. The estimated cost of these restructuring activities are 
included as costs of the acquisition and are recorded as goodwill consistent with the guidance of Emerging 
Issues Task Force (“EITF”) Issue No. 95-3, “Recognition of Liabilities in Connection with a Purchase 
Business Combination.” While we finalize our plans to restructure the businesses we acquire within one 
year of the date of acquisition, it may take more than one year to complete all activities related to the 
restructuring of an acquired business. 


Allowance for Doubtful Accounts and Credit Memos 


We maintain an allowance for doubtful accounts and credit memos for estimated losses resulting from 
the potential inability of our customers to make required payments and disputes regarding billing and 
service issues. When calculating the allowance, we consider our past loss experience, current and prior 
trends in our aged receivables and credit memo activity, current economic conditions, and specific 
circumstances of individual receivable balances. If the financial condition of our customers were to 
significantly change, resulting in a significant improvement or impairment of their ability to make 
payments, an adjustment of the allowance may be required. As of December 31, 2005 and 2006, our 
allowance for doubtful accounts and credit memos balance totaled $14.5 million and $15.2 million, 
respectively. 


Impairment of Tangible and Intangible Assets 


Assets subject to amortization: In accordance with SFAS No. 144, “Accounting for the Impairment or 
Disposal of Long-Lived Assets,” we review long-lived assets and all amortizable intangible assets for 
impairment whenever events or changes in circumstances indicate the carrying amount of such assets may 
not be recoverable. Recoverability of these assets is determined by comparing the forecasted undiscounted 
net cash flows of the operation to which the assets relate to their carrying amount. The operations are 
generally distinguished by the business segment and geographic region in which they operate. If the 
operation is determined to be unable to recover the carrying amount of its assets, then intangible assets are 
written down first, followed by the other long-lived assets of the operation, to fair value. Fair value is based 
on discounted cash flows or appraised values, depending upon the nature of the assets. 


Goodwill—Assets not subject to amortization: We apply the provisions of SFAS No. 142 to goodwill and 
intangible assets with indefinite lives which are not amortized but are reviewed annually for impairment or 
more frequently if impairment indicators arise. Separable intangible assets that are not deemed to have 
indefinite lives are amortized over their useful lives. We have selected October 1 as our annual goodwill 
impairment review date. We performed our annual goodwill impairment review as of October 1, 2004, 
2005 and 2006 and noted no impairment of goodwill. In making this assessment, we rely on a number of 
factors including operating results, business plans, economic projections, anticipated future cash flows, and 
transactions and market place data. There are inherent uncertainties related to these factors and our 
judgment in applying them to the analysis of goodwill impairment. As of December 31, 2006, no factors 
were identified that would alter this assessment. When changes occur in the composition of one or more 
reporting units, the goodwill is reassigned to the reporting units affected based on their relative fair values. 
Our reporting units at which level we performed our goodwill impairment analysis as of October 31, 2006 
were as follows: North America excluding Fulfillment; Fulfillment; U.K.; Continental Europe; Worldwide 
Digital Business excluding Iron Mountain Intellectual Property Management, Inc. (“IPM”); IPM; 

South America; Mexico and Asia Pacific. Goodwill valuations have been calculated using an income 
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approach based on the present value of future cash flows of each reporting unit. This approach 
incorporates many assumptions including future growth rates, discount factors, expected capital 
expenditures and income tax cash flows. Changes in economic and operating conditions impacting these 
assumptions could result in a goodwill impairment in future periods. 


Accounting for Internal Use Software 


We develop various software applications for internal use. We account for those costs in accordance 
with the provisions of Statement of Position (“SOP”) 98-1, “Accounting for the Costs of Computer 
Software Developed or Obtained for Internal Use.” SOP 98-1 requires computer software costs associated 
with internal use software to be expensed as incurred until certain capitalization criteria are met. SOP 98-1 
also defines which types of costs should be capitalized and which should be expensed. Payroll and related 
costs for employees who are directly associated with, and who devote time to, the development of internal 
use computer software projects, to the extent time is spent directly on the project, are capitalized and 
depreciated over the estimated useful life of the software. Capitalization begins when the design stage of 
the application has been completed and it is probable that the project will be completed and used to 
perform the function intended. Depreciation begins when the software is placed in service. Computer 
software costs that are capitalized are evaluated for impairment in accordance with SFAS No.144, 
“Accounting for the Impairment or Disposal of Long-Lived Assets.” 


It may be necessary for us to write-off amounts associated with the development of internal use 
software if the project cannot be completed as intended. Our expansion into new technology-based service 
offerings requires the development of internal use software that will be susceptible to rapid and significant 
changes in technology. We may be required to write-off unamortized costs or shorten the estimated useful 
life if an internal use software program is replaced with an alternative tool prior to the end of the 
software’s estimated useful life. General uncertainties related to expansion into digital businesses, 
including the timing of introduction and market acceptance of our services, may adversely impact the 
recoverability of these assets. See Note 2(f) to Notes to Consolidated Financial Statements. 


During the year ended December 31, 2006, we wrote-off $6.3 million of previously deferred costs, 
primarily internal labor costs, associated with internal use software development projects that were 
discontinued, and such costs are included as a component of selling, general and administrative expenses. 
During the year ended December 31, 2005, we replaced internal use software programs, which resulted in 
the write-off to loss on disposal/writedown of property, plant and equipment, net of the remaining net 
book value of $1.1 million. We did not have any such write-offs during 2004. 


Income Taxes 


We have recorded a valuation allowance, amounting to $27.3 million as of December 31, 2006, to 
reduce our deferred tax assets to the amount that is more likely than not to be realized. In the ordinary 
course of business, there are many transactions and calculations where the ultimate tax outcome is 
uncertain. If actual results differ unfavorably from certain of our estimates used, we may not be able to 
realize all or part of our net deferred income tax assets and additional valuation allowances may be 
required. Although we believe our estimates are reasonable, no assurance can be given that our estimates 
reflected in the tax provisions and accruals will equal our actual results. These differences could have a 
material impact on our income tax provision and operating results in the period in which such 
determination is made. 


We are subject to examination by various tax authorities in jurisdictions in which we have significant 
business operations. We regularly assess the likelihood of additional assessments by tax authorities and 
provide for these matters as appropriate. As of December 31, 2006, we had approximately $62 million of 
reserves related to uncertain tax positions. Although we believe our tax estimates are appropriate, the final 
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determination of tax audits and any related litigation could result in favorable or unfavorable changes in 
our estimates. 


We have not provided deferred taxes on book basis differences related to certain foreign subsidiaries 
because such basis differences are not expected to reverse in the foreseeable future and we intend to 
reinvest indefinitely outside the U.S. These basis differences arose primarily through the undistributed 
book earnings of our foreign subsidiaries. The basis differences could be reversed through a sale of the 
subsidiaries, the receipt of dividends from subsidiaries as well as certain other events or actions on our 
part, which would result in an increase in our provision for income taxes. 


Stock-Based Compensation 


As of January 1, 2003, we adopted the measurement provisions of SFAS No. 123, as amended by 
SFAS No. 148. As a result we began using the fair value method of accounting for stock-based 
compensation in our financial statements beginning January 1, 2003 using the prospective method. The 
prospective method involves recognizing expense for the fair value for all awards granted or modified in 
the year of adoption and thereafter with no expense recognition for previous awards. We have applied the 
fair value recognition provisions to all stock based awards granted, modified or settled on or after 
January 1, 2003 and provided the required pro forma information for all awards previously granted, 
modified or settled before January 1, 2003 in our consolidated financial statements. 


In December 2004, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 123R, 
“Share-Based Payment.” SFAS No. 123R is a revision of SFAS No. 123 and supersedes Accounting 
Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees”. We adopted 
SFAS No. 123R effective January 1, 2006 using the modified prospective method, as permitted under 
SFAS No. 123R. We record stock-based compensation expense for the cost of stock options, restricted 
stock and shares issued under the employee stock purchase plan based on the requirements of 
SFAS No. 123R beginning January 1, 2006. Stock-based compensation expense, included in the 
accompanying consolidated statements of operations, for the year ended December 31, 2006 was 
$12.4 million ($9.2 million after tax or $0.05 per basic and diluted share). For the year ended December 31, 
2006, the incremental stock-based compensation expense due to the adoption of SFAS No. 123R caused 
income before provision for income taxes and minority interest to decrease by $0.9 million, and net income 
to decrease by $0.5 million, and had no impact on basic and diluted earnings per share. 


SFAS No. 123R also requires that the benefits associated with the tax deductions in excess of 
recognized compensation cost be reported as a financing cash flow, rather than as an operating cash flow, 
reducing net operating cash flows and increasing net financing cash flows in future periods. 


The fair values of option, employee stock purchase and restricted stock grants are estimated on the 
date of grant using the Black-Scholes option pricing model. Expected volatility and the expected term are 
the input factors to that model which require the most significant management judgment. Expected 
volatility is calculated utilizing daily historical volatility over a period that equates to the expected life of 
the option. The expected life (estimated period of time outstanding) is estimated using the historical 
exercise behavior of employees. 


Self-Insured Liabilities 


We are self-insured up to certain limits for costs associated with workers’ compensation claims, 
vehicle accidents, property and general business liabilities, and benefits paid under employee healthcare 
and long-term disability programs. At December 31, 2005 and 2006 there were approximately $30.4 million 
and $28.2 million, respectively, of self-insurance accruals reflected in our consolidated balance sheets. The 
measurement of these costs requires the consideration of historical cost experience and judgments about 
the present and expected levels of cost per claim. We account for these costs primarily through actuarial 
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methods, which develop estimates of the undiscounted liability for claims incurred, including those claims 
incurred but not reported. These methods provide estimates of future ultimate claim costs based on claims 
incurred as of the balance sheet date. 


We believe the use of actuarial methods to account for these liabilities provides a consistent and 
effective way to measure these highly judgmental accruals. However, the use of any estimation technique in 
this area is inherently sensitive given the magnitude of claims involved and the length of time until the 
ultimate cost is known. We believe our recorded obligations for these expenses are appropriate. 
Nevertheless, changes in healthcare costs, accident frequency and severity, and other factors can materially 
affect the estimates for these liabilities. 


Recent Accounting Pronouncements 


In July 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income 
Taxes” (“FIN 48”), an interpretation of FASB Statement No. 109, “Accounting for Income Taxes” 
(“SFAS No. 109”). FIN 48 clarifies the accounting for uncertainty in income taxes recognized in a 
company’s financial statements in accordance with SFAS No. 109. FIN 48 also prescribes a recognition 
threshold and measurement attribute for the financial statement recognition and measurement of a tax 
position taken or expected to be taken in a tax return. 


The evaluation of a tax position in accordance with FIN 48 is a two-step process. The first step is a 
recognition process whereby the company determines whether it is more likely than not that a tax position 
will be sustained upon examination, including resolution of any related appeals or litigation processes, 
based on the technical merits of the position. The second step is a measurement process whereby a tax 
position that meets the more likely than not recognition threshold is calculated to determine the amount of 
benefit to recognize in the financial statements. The tax position is measured at the largest amount of 
benefit that is greater than 50% likely of being realized upon ultimate settlement. 


The provisions of FIN 48 are effective January 1, 2007. The provisions of FIN 48 are to be applied to 
all tax positions upon initial adoption of this standard. Only tax positions that meet the more likely than 
not recognition threshold at the effective date may be recognized or continue to be recognized upon 
adoption of FIN 48. The cumulative effect of applying the provisions of FIN 48 should be reported as an 
adjustment to the opening balance of retained earnings for that fiscal year. We are in the process of 
evaluating the effect of FIN 48 on our consolidated results of operations and financial position. 


In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (“SFAS No. 157”). 
SFAS No. 157 defines fair value, establishes a framework for measuring fair value in accordance with 
generally accepted accounting principles in the United States and expands disclosures about fair value 
measurements. SFAS No. 157 applies under other accounting pronouncements that require or permit fair 
value measurements, and is effective for financial statements issued for fiscal years beginning after 
November 15, 2007 and interim periods within those fiscal years. We do not expect the adoption of 
SFAS No. 157 to have a material impact on our financial position or results of operations. 


In September 2006, the SEC issued Staff Accounting Bulletin No. 108 (“SAB 108”), “Considering the 
Effects of Prior Year Misstatements When Quantifying Misstatements in Current Year Financial 
Statements,” which provides interpretive guidance on how the effects of the carryover or reversal of prior 
year misstatements should be considered in quantifying a current year misstatement. SAB 108 is effective 
for fiscal years ending after November 15, 2006. We have completed our analysis related to the 
implementation of SAB 108 and have concluded it has no effect on our consolidated financial statements. 


In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and 
Financial Liabilities-Including an amendment of FASB Statement No. 115” (“SFAS No. 159”). SFAS 
No. 159 permits entities to choose to measure many financial instruments and certain other items at fair 
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value. SFAS No. 159 is effective for fiscal years beginning after November 15, 2007. We are in the process 
of evaluating the effect of SFAS No. 159 on our consolidated results of operations and financial position. 


Results of Operations 


Comparison of Year Ended December 31, 2006 to Year Ended December 31, 2005 and Comparison of Year 
Ended December 31, 2005 to Year Ended December 31, 2004: 


Year Ended December 31, Dollar Percent 

2005 2006 Change Change 

REVENUES es ates esas che teastenc tistese hereed sles SATII POSASSS $2,078,155 $2,350,342 $272,187 13.1% 

Operating Expenses.......... 00 cece cece eee eens 1,691,371 1,943,155 251,784 14.9% 

Operating Income .......... 0. eee eee eee eee 386,784 407,187 20,403 5.3% 

Other Expenses, Net 0.00.0... cee ee cece eee cece eeee 275,685 278,324 2,639 1.0% 

Net: InGOme sisi: tates Mastenchteteed eloeed segs Stee 3B SAAS BEES RS $ 111,099 $ 128,863 $ 17,764 16.0% 

OIBDA (CL) recess sic oie a shear see aoe ad dod ahecdeed a $ 573,706 $ 615,560 $ 41,854 739% 
OIBDA Margin(1).......... 00.0. e cece eee ees 27.6% 26.2% 

Year Ended December 31, Dollar Percent 

2004 2005 Change Change 

REVENUES * 358 oes oh eo BE Sa EN SES $1,817,589 $2,078,155 $260,566 14.3% 

Operating Expenses oe sec ccaeeie contained ese ese aes 1,473,093 1,691,371 218,278 14.8% 

Operating Income ............ 0 eee eee eee 344,496 386,784 42,288 12.3% 

Other Expenses, Net 0.0.0... cece cece cece eee ee eee 250,305 275,685 25,380 10.1% 

Net Income <3 ssf. fsc0 AAR SR PS $ 94,191 $ 111,099 $ 16,908 18.0% 

OIBDA (I) eitessctecstas teres eee glans baad Sean sae aes $ 508,125 $ 573,706 $ 65,581 12.9% 
OIBDA Margin(1).......... 00.0 ccc eee eee eens 28.0% 27.6% 


(1) See “Non-GAAP Measures—Operating Income Before Depreciation and Amortization, or OIBDA” 
for definition, reconciliation and a discussion of why we believe these measures provide relevant and 
useful information to our current and potential investors. 


Revenue 


Our consolidated storage revenues increased $145.6 million, or 12.3%, to $1,327.2 million for the year 
ended December 31, 2006 and $138.2 million, or 13.2%, to $1,181.6 million for the year ended 
December 31, 2005, in comparison to the years ended December 31, 2005 and 2004, respectively. The 
increase is attributable to internal revenue growth (10% during 2006 and 9% during 2005) resulting from 
net increases in records and other media stored by existing customers, sales to new customers and the net 
result of pricing actions, acquisitions (2% during 2006 and 3% during 2005), and foreign currency 
exchange rate fluctuations (0% during 2006 and 1% during 2005). 


Consolidated service and storage material sales revenues increased $126.6 million, or 14.1%, to 
$1,023.2 million for the year ended December 31, 2006 and $122.4 million, or 15.8%, to $896.6 million for 
the year ended December 31, 2005, in comparison to the years ended December 31, 2005 and 2004, 
respectively. The increase is attributable to acquisitions (7% during 2006 and 7% during 2005), internal 
revenue growth (7% during 2006 and 7% during 2005) resulting from net increases in service and storage 
material sales to existing customers and sales to new customers, and foreign currency exchange rate 
fluctuations (0% during 2006 and 1% during 2005). 
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For the reasons stated above, our consolidated revenues increased $272.2 million, or 13.1%, to 
$2,350.3 million for the year ended December 31, 2006 and $260.6 million, or 14.3%, to $2,078.2 million 
for the year ended December 31, 2005, in comparison to the years ended December 31, 2005 and 2004, 
respectively. For the year ended December 31, 2005, foreign currency exchange rate fluctuations that 
impacted our revenues were primarily due to the strengthening of the British pound sterling, Canadian 
dollar and Euro against the U.S. dollar, based on an analysis of weighted average rates for the comparable 
periods. For the year ended December 31, 2006, foreign currency exchange rate fluctuations that impacted 
our revenues were primarily due to the weakening of the British pound sterling and Euro, net of the 
strengthening of the Canadian dollar, against the U.S. dollar, based on an analysis of weighted average 
rates for the comparable periods. Internal revenue growth was 8%, 8% and 9% for the years ended 
December 31, 2004, 2005 and 2006, respectively. We calculate internal revenue growth in local currency for 
our international operations. 


Internal Growth—Eight-Quarter Trend 


nt Send Third —Fourtr aint Second thd —Fourtr 

Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter 

Storage Revenue .................. 8% 9% 9% 10% 10% 11% 11% 10% 
Service and Storage Material Sales 

ReVenuie 23 o7s406 4 oh ok a Oe ens 3% 6% 12% 9% 8% 8% 3% 10% 

Total Revenue ................005. 6% 8% 10% 9% 10% 9% 7% 10% 


Our internal revenue growth rate represents the weighted average year over year growth rate of our 
revenues after removing the effects of acquisitions, foreign currency exchange rate fluctuations and the 
impact of the fire in our London, England facility. Over the past eight quarters, the internal growth rate of 
our storage revenues has increased from a range of 8% to 9% to a range of 10% to 11%. In our North 
American Physical Business, net carton volume growth remained stable and we benefited from an 
increasingly positive pricing environment in 2005 and 2006. Strong growth rates in our digital services 
business more than offset the impact of reduced growth rates in Europe in 2005 resulting from the 
inclusion of the slower growing Hays IMS business in our base revenues for internal growth calculation 
purposes. In 2006, our European business posted improved storage internal revenue growth rates. Net 
carton volume growth is a function of the rate new cartons are added by existing and new customers offset 
by the rate of carton destructions and other permanent removals. 


The internal growth rate for service and storage material sales revenue is inherently more volatile than 
the storage revenue internal growth rate due to the more discretionary nature of the services we offer such 
as large special projects or data products and carton sales, as well as the price of recycled paper. These 
revenues are often event driven and impacted to a greater extent by economic downturns as customers 
defer or cancel the purchase of these services as a way to reduce their short-term costs. As a commodity, 
recycled paper prices are subject to the volatility of that market. 


The internal growth rate for service and storage material sales revenues reflects the following: 
(1) stronger data product sales in 2005; (2) a large data restoration project completed by our digital 
services business in the third quarter of 2005; (3) improved growth rates in our data protection and 
fulfillment businesses; (4) continued growth in our secure shredding operations; and (5) growth in North 
American storage related service revenues. These positive factors were partially offset by lower special 
project revenues related to the public sector business in the U.K. in 2005. 
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Cost of Sales 


Consolidated cost of sales (excluding depreciation and amortization) is comprised of the following 
expenses (in thousands): 


% of Consolidated Percent 
Revenues Change 
Dollar Percent (Favorable)/ 
2005 2006 Change Change 2005 2006 Unfavorable 
LAD OL: sis) Hae a oo hekasters $447,600 $ 523,401 $ 75,801 16.9% 21.5% 22.3% 0.8% 
Facilities............... 275,987 321,268 45,281 16.4% 13.3% 13.7% 0.4% 
Transportation ......... 97,997 111,086 13,089 13.4% 4.7% 4.7% 0.0% 
Product Cost of Sales. ... 51,254 49,853 (1,401) (2.7)% 2.5% 2.1% (0.4)% 
OMe acetic encase: 65,401 68,660 3,259 5.0% 3.1% 2.9%  — (0.2)% 
$938,239 $1,074,268 $136,029 145% 45.1% 45.7% 0.6% 
% of Consolidated Percent 
Revenues Change 
Dollar Percent (Favorable)/ 
2004 2005 Change Change 2004 2005 Unfavorable 
LabOE disiisiecakagaeaeh? $419,345 $447,600 $ 28,255 6.7% 231% 215% (1.6)% 
Facilities................ 246,325 275,987 29,662 120% 136% 13.3% (0.3)% 
Transportation .......... 81,976 97,997 16,021 19.5% 4.5% 4.7% 0.2% 
Product Cost of Sales..... 35,908 51,254 15,346 42.7% 2.0% 2.5% 0.5% 
Other ...............0.. 40,345 65,401 25,056 62.1% 2.2% 3.1% 0.9% 


$823,899 $938,239 $114,340 13.9% 45.3% 451% (0.2)% 


Labor 


For the year ended December 31, 2006 as compared to the year ended December 31, 2005, labor 
expense as a percentage of consolidated revenue increased as a result of higher labor costs resulting from 
our Australia/New Zealand acquisition and our recent shredding acquisitions in Europe, which have a 
higher service revenue component and are therefore more labor intensive. Our digital business had higher 
costs of labor associated with internal information technology personnel and consultants dedicated to 
revenue producing projects. 


For the year ended December 31, 2005 as compared to the year ended December 31, 2004, labor 
expense as a percentage of consolidated revenue decreased as a result of strong revenue growth, an 
increasing proportion of revenue from less labor intensive digital services and product sales. We also 
experienced improvement in our ratio of labor costs to revenues in our European operations as a result of 
completing the integration of Hays IMS in 2004. 


Facilities 


Facilities costs as a percentage of consolidated revenues increased to 13.7% for the year ended 
December 31, 2006 from 13.3% for the year ended December 31, 2005. The increase in facilities costs as a 
percentage of consolidated revenues was primarily a result of increases in utilities and maintenance costs, 
as well as, increased insurance deductibles and security costs associated with protecting our assets, as a 
response to the fires in Ottawa, Canada and London, England. Rent expense decreased slightly as a 
percentage of consolidated revenues for the year ended December 31, 2006 compared to the year ended 
December 31, 2005 as a result of a decrease in overall base rent per square foot in our North American 
operations when comparing 2005 to 2006. The largest component of our facilities cost is rent expense, 
which increased in dollar terms by $17.3 million for the year ended December 31, 2006 compared to the 
year ended December 31, 2005. Given current property insurance market conditions, especially in relation 
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to catastrophe exposures of earthquake, flood and wind, we expect our insurance costs associated with our 
real estate portfolio to rise in 2007 when compared to 2006. 


Facilities costs as a percentage of consolidated revenues decreased to 13.3% for the year ended 
December 31, 2005 from 13.6% for the year ended December 31, 2004. The decrease in facilities costs as a 
percentage of consolidated revenues was primarily a result of maintaining approximately the same overall 
base rent per square foot in our North American operations during 2004 and 2005 while consolidated 
revenues increased. The largest component of our facilities cost is rent expense, which increased 
$15.2 million for the year ended December 31, 2005 compared to the year ended December 31, 2004 
primarily as a result of properties under lease acquired through acquisitions in both Europe and North 
America. The expansion of our secure shredding business, which incurs lower facilities costs than our core 
physical businesses, also helped lower our facilities costs as a percentage of consolidated revenues. 


Transportation 


Our transportation expenses, which remained consistent as a percentage of consolidated revenues for 
the year ended December 31, 2006 compared to the year ended December 31, 2005, are influenced by 
several variables including total number of vehicles, owned versus leased vehicles, use of subcontracted 
couriers, fuel expenses and maintenance. Higher fuel costs, increased maintenance expenses resulting from 
the accelerated implementation of a fleet-wide maintenance program in North America and vehicle leasing 
expenses were primarily responsible for the dollar increase in transportation expenses. 


Our transportation expenses, which increased 0.2% as a percentage of consolidated revenues for the 
year ended December 31, 2005 compared to the year ended December 31, 2004, are influenced by several 
variables including total number of vehicles, owned versus leased vehicles, use of subcontracted couriers, 
fuel expenses and maintenance. Higher fuel expenses during the year ended December 31, 2005 compared 
to the year ended December 31, 2004 were primarily responsible for the increase in transportation 
expenses as a percentage of consolidated revenues. 


Product and Other Cost of Sales 


Product and other cost of sales are highly correlated to complementary revenue streams. Product cost 
of sales for the year ended December 31, 2006 decreased due to a corresponding reduction in product sales 
in the comparable periods. Product and other cost of sales for the year ended December 31, 2005 were 
higher than the year ended December 31, 2004 as a percentage of consolidated revenues due to increased 
sales of data products at lower margins in North America, increased royalty payments associated with our 
electronic vaulting revenues and increases in technology costs associated with these revenue producing 
activities. 


Selling, General and Administrative Expenses 


Selling, general and administrative expenses are comprised of the following expenses (in thousands): 


% of Consolidated Percent 
Revenues Change 
Dollar Percent (Favorable)/ 
2005 2006 Change Change 2005 2006 Unfavorable 
General and 

Administrative ........ $285,558 $331,021 $ 45,463 15.9% 13.7% 141% 0.4% 
Sales, Marketing & 

Account Management. . 180,558 214,007 33,449 18.5% 8.7% 9.1% 0.4% 
Information Technology. . 99,177 = 122,211 23,034 23.2% 4.8% 5.2% 0.4% 
Bad Debt Expense....... 4,402 2,835 (1,567) (35.6)% 0.2% 0.1% (0.1) % 

$569,695 $670,074 $100,379 17.6% 274% 28.5% 1.1% 
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% of Consolidated Percent 


Revenues Change 
Dollar Percent (Favorable)/ 
2004 2005 Change Change 2004 2005 Unfavorable 
General and 
Administrative ........ $259,209 $285,558 $26,349 10.2% 14.3% 13.7% (0.6)% 
Sales, Marketing & 
Account Management. . 150,419 180,558 30,139 20.0% 8.3% 8.7% 0.4% 
Information Technology. . 81,187 99,177 17,990 22.2% 4.5% 4.8% 0.3% 
Bad Debt Expense....... (4,569) 4,402 8,971 196.3%  (0.3)% 0.2% 0.5% 


$486,246 $569,695 $83,449 17.2% 26.8% 27.4% 0.6.% 


General and Administrative 


The increase in general and administrative expenses as a percentage of consolidated revenues for the 
year ended December 31, 2006 compared to the year ended December 31, 2005 is mainly attributable to 
(a) increased compensation expense due to expansion through acquisitions, (b) costs associated with our 
North American reorganization which added a new level of field management, and (c) costs associated 
with a North American field operations meeting held in 2006 that was not held in 2005. 


The decrease in general and administrative expenses as a percentage of consolidated revenues for the 
year ended December 31, 2005 compared to the year ended December 31, 2004 is attributable to strong 
revenue growth and controls over overhead spending implemented in late 2004. These decreases were 
partially offset by increased incentive compensation expense and growth of our North American and 
European operations due to expansion and acquisitions. 


Sales, Marketing & Account Management 


The majority of our sales, marketing and account management costs are labor related and are 
primarily driven by the headcount in each of these departments. Increased headcount and related 
compensation and commissions are the most significant contributors to the increase in sales, marketing 
expenses and account management for the years ended December 31, 2006 and 2005. Throughout the 
years ended December 31, 2004, 2005 and into 2006, we invested in the expansion and improvement of our 
sales, marketing and account management functions. 


During 2006 in North America, while our sales force headcount increased at a slower rate than 
revenue growth, the shift to higher end resources drove an increase in the level of spending due to higher 
costs per sales person and the additional support required. We have significantly increased the size of our 
digital sales force through our acquisition of LiveVault and the hiring of new sales employees, particularly 
in Europe. Additionally, costs associated with an enterprise-wide sales meeting held in 2006 and not held 
in 2005 also contributed to this increase. Our larger North American sales force generated a $6.3 million 
increase in sales commissions and an increase of $13.6 million of compensation expense for the year ended 
December 31, 2006 compared to the year ended December 31, 2005. 


Our North American sales force generated a $3.0 million increase in sales commissions and an 
increase of $14.8 million of compensation expense for the year ended December 31, 2005 compared to the 
year ended December 31, 2004. Marketing expenses for the year ended December 31, 2005 increased 
$3.3 million due to the introduction of several new marketing and promotional efforts to continue to 
develop awareness in the marketplace of our entire portfolio of services, especially our digital services. 


Information Technology 


Information technology expenses increased as a percentage of consolidated revenues for the year 
ended December 31, 2006 compared to the year ended December 31, 2005 due to increases in technology 
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development activities within our digital services business, including the acquisition of Live Vault and 
associated research and development activities and increased spending to support our growing digital 
archiving business. Additionally, during 2006, we wrote-off $5.9 million of previously deferred costs, 
primarily internal labor costs, associated with internal use software development projects that were 
discontinued. Higher utilization of existing information technology resources to revenue producing 
projects, which are charged to costs of goods sold and decreased information technology spending in our 
European operations, partially offset this increase. 


Information technology expenses increased as a percentage of consolidated revenues for the year 
ended December 31, 2005 compared to the year ended December 31, 2004 due to increases in internal 
software development projects within our digital services business, the acquisitions of Connected and 
LiveVault and associated research and development activities, and increased information technology 
spending in our European operations. Higher utilization of existing information technology resources to 
revenue producing projects, which are charged to cost of goods sold, partially offset this increase. 


Bad Debt Expense 


Consolidated bad debt expense for the years ended December 31, 2005 and 2006 reflects what we 
believe to be more normal levels of bad debt expense compared to 2004. The decrease in consolidated bad 
debt expense for the year ended December 31, 2004 is primarily attributable to the success of our 
centralized collection efforts within the U.S. and Canada, which resulted in improved cash collections and 
an improved accounts receivable aging that allowed us to reduce our allowance for doubtful accounts. 


Depreciation, Amortization, and (Gain) and Loss on Disposal/Writedown of Property, Plant and 
Equipment, Net 


Consolidated depreciation and amortization expense increased $21.5 million to $208.4 million (8.9% 
of consolidated revenues) for the year ended December 31, 2006 from $187.0 million (9.0% of 
consolidated revenues) for the year ended December 31, 2005. Consolidated depreciation and 
amortization expense increased $23.3 million to $187.0 million (9.0% of consolidated revenues) for the 
year ended December 31, 2005 from $163.6 million (9.0% of consolidated revenues) for the year ended 
December 31, 2004. Depreciation expense increased $17.0 million for the year ended December 31, 2006 
compared to the year ended December 31, 2005 and increased $18.8 million for the year ended 
December 31, 2005 compared to the year ended December 31, 2004, primarily due to the additional 
depreciation expense related to recent capital expenditures and acquisitions, including storage systems, 
which include racking, building and leasehold improvements, computer systems hardware and software, 
and buildings. 


Amortization expense increased $4.4 million for the year ended December 31, 2006 compared to the 
year ended December 31, 2005 and increased $4.5 million for the year ended December 31, 2005 
compared to the year ended December 31, 2004, primarily due to amortization of intangible assets, such as 
customer relationship intangible assets and intellectual property acquired through business combinations. 
We expect that amortization expense will continue to increase as we acquire new businesses and reflect the 
full year impact of our 2006 acquisitions. 


Consolidated gains on disposal/writedown of property, plant and equipment, net of $9.6 million for 
the year ended December 31, 2006, consisted primarily of a gain on the sale of a property in the U.K. of 
$10.5 million offset by disposals and writedowns. Consolidated gains on disposal/writedown of property, 
plant and equipment, net of $3.5 million for the year ended December 31, 2005, consisted primarily of a 
gain on the sale of a property in the U.K. of $4.5 million offset primarily by software asset writedowns of 
$1.1 million. Consolidated gains on disposal/writedown of property, plant and equipment, net of 
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$0.7 million for the year ended December 31, 2004, consisted primarily of a $1.2 million gain on the sale of 
a property in Florida during the second quarter of 2004 offset by disposals and asset writedowns. 


Operating Income 


As a result of all the foregoing factors, consolidated operating income increased $20.4 million, or 
5.3%, to $407.2 million (17.3% of consolidated revenues) for the year ended December 31, 2006 from 
$386.8 million (18.6% of consolidated revenues) for the year ended December 31, 2005. 


Consolidated operating income increased $42.3 million, or 12.3%, to $386.8 million (18.6% of 
consolidated revenues) for the year ended December 31, 2005 from $344.5 million (19.0% of consolidated 
revenues) for the year ended December 31, 2004. 


OIBDA 


As a result of all the foregoing factors, consolidated OIBDA increased $41.9 million, or 7.3%, to 
$615.6 million (26.2% of consolidated revenues) for the year ended December 31, 2006 from 
$573.7 million (27.6% of consolidated revenues) for the year ended December 31, 2005. 


Consolidated OIBDA increased $65.6 million, or 12.9%, to $573.7 million (27.6% of consolidated 
revenues) for the year ended December 31, 2005 from $508.1 million (28.0% of consolidated revenues) for 
the year ended December 31, 2004. 


Interest Expense, Net 


Consolidated interest expense, net increased $11.4 million to $195.0 million (8.3% of consolidated 
revenues) for the year ended December 31, 2006 from $183.6 million (8.8% of consolidated revenues) for 
the year ended December 31, 2005. The change is primarily due to increased borrowings to fund our 2005 
and 2006 acquisitions, particularly LiveVault and Pickfords Records Management (“Pickfords”). 


Consolidated interest expense, net decreased $2.2 million to $183.6 million (8.8% of consolidated 
revenues) for the year ended December 31, 2005 from $185.7 million (10.2% of consolidated revenues) for 
the year ended December 31, 2004. The dollar decrease in interest expense, net was primarily due to the 
recording of interest expense totaling $21.5 million for the year ending December 31, 2004 compared to 
interest expense totaling $2.3 million for the year ending December 31, 2005 related to the net impact of 
mark-to-market adjustments and cash payments on all of our interest rate swap contracts. This was offset 
by increased borrowings, primarily an additional $150.0 million of term loans borrowed in November 2004 
as permitted under our IMI Credit Agreement and the full year effect of the March 2004 IME Credit 
Agreement. 


Other (Income) Expense, Net (in thousands) 


2005 2006 Change 
Foreign currency transaction (gains) losses, net........... $ 7,201 $(12,534) $(19,735) 
Debt extinguishment expense ..................0000000. — 2,972 2,972 
Other, net ......cccc cece ceseeeseeeeeveseverevereveres (1,019) (2,427) (1,408) 


$ 6,182 $(11,989) $(18,171) 


2004 2005 Change 
Foreign currency transaction (gains) losses, net............. $(8,915) $ 7,201 $16,116 
Debt extinguishment expense .....................0000008 2,454 — (2,454) 
Other Net v2 ics cece cnt Meese cienyeadan yes e gos yees (1,527) (1,019) 508 


$(7,988) $ 6,182 $14,170 
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Foreign currency gains of $12.5 million based on period-end exchange rates were recorded in the year 
ended December 31, 2006 primarily due to the strengthening of the British pound sterling and Canadian 
dollar, and the weakening of the Euro against the U'S. dollar as these currencies relate to our 
intercompany balances with and between our Canadian, U.K., and European subsidiaries, borrowings 
denominated in certain foreign currencies under our revolving credit facility and British pounds sterling 
denominated debt held by our U.S. parent company. 


Foreign currency losses of $7.2 million based on period-end exchange rates were recorded in the year 
ended December 31, 2005 primarily due to the weakening of the British pound sterling, and Euro, net of 
the strengthening of the Canadian dollar against the U.S. dollar as these currencies relate to our inter- 
company balances with and between our Canadian, U.K. and European subsidiaries, borrowings 
denominated in foreign currencies under our revolving credit facility and British pounds sterling 
denominated debt held by our U.S. parent company. 


Foreign currency gains $8.9 million based on period-end exchange rates were recorded during the year 
ended December 31, 2004, primarily due to the strengthening of the British pound sterling, Euro, and the 
Canadian dollar against the U.S. dollar as these currencies relate to our inter-company balances with and 
between our Canadian, U.K., and European subsidiaries, U.S. dollar denominated debt held by our 
Canadian subsidiary, borrowings denominated in foreign currencies under our revolving credit facility, 
British pounds sterling denominated debt held by our U.S. parent company, British pounds sterling 
currency held in the U.S. and our British pound sterling denominated cross currency swap, which was 
terminated in March 2004. 


During 2006, we redeemed or purchased a portion of our outstanding 8%% Senior Subordinated 
Notes due 2011 and 8%% Senior Subordinated Notes due 2013 resulting in a charge of $2.8 million, which 
consists of tender premiums and transaction costs, deferred financing costs, as well as original issue 
discounts and premiums. During 2004, we redeemed the remaining outstanding principal amount of the 
8%% Senior Notes due 2008 of our Canadian subsidiary, resulting in a charge of $2.0 million, and we 
repaid a portion of our real estate term loans, which resulted in a charge of $0.4 million. The charges 
consisted primarily of the call and tender premiums associated with the extinguished debt and the write-off 
of unamortized deferred financing cost and discounts. 


Provision for Income Taxes 


Our effective tax rates for the years ended December 31, 2004, 2005, and 2006 were 41.7%, 41.4% and 
41.8%, respectively. The primary reconciling items between the statutory rate of 35% and our effective rate 
are state income taxes (net of federal benefit) and differences in the rates of tax at which our foreign 
earnings are subject. During 2006, we recorded a reduction in income tax expense as a result of a new 
Texas law changing the way state income tax is calculated in that state. As a result of this change, we have 
reversed a deferred tax liability of $1.7 million, net of federal tax benefit, related to our Texas state taxes. 
We are subject to income taxes in both the U.S. and numerous foreign jurisdictions. We are subject to 
examination by various tax authorities in jurisdictions in which we have significant business operations. We 
regularly assess the likelihood of additional assessments by tax authorities and provide for these matters as 
appropriate. Although we believe our tax estimates are appropriate, the final determination of tax audits 
and any related litigation could result in changes in our estimates. 
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Minority Interest 


Minority interest in earnings of subsidiaries, net resulted in a charge to income of $3.0 million (0.2% 
of consolidated revenues), $1.7 million (0.1% of consolidated revenues) and $1.6 million (0.1% of 
consolidated revenues) for the years ended December 31, 2004, 2005, and 2006, respectively. This 
represents our minority partners’ share of earnings in our majority-owned international subsidiaries that 
are consolidated in our operating results. The decrease during 2005 is the result of our acquisition of 
various Latin American minority partner interests. 


Cumulative Effect of Change in Accounting Principle 


In March 2005, the FASB issued FASB Interpretation No. 47, “Accounting for Conditional Asset 
Retirement Obligations” (“FIN 47”), an interpretation of SFAS No. 143, “Accounting for Asset 
Retirement Obligations” (““SFAS No. 143”). FIN 47 clarifies that conditional asset retirement obligations 
meet the definition of liabilities and should be recognized when incurred if their fair values can be 
reasonably estimated. Uncertainty surrounding the timing and method of settlement that may be 
conditional on events occurring in the future are factored into the measurement of the liability rather than 
the existence of the liability. SFAS No. 143 established accounting and reporting standards for obligations 
associated with the retirement of tangible long-lived assets legally required by law, regulatory rule or 
contractual agreement and the associated asset retirement costs. SFAS No. 143 requires entities to record 
the fair value of a liability for an asset retirement obligation in the period in which it is incurred. When the 
liability is initially recorded, the entity capitalizes the cost by increasing the carrying amount of the related 
long-lived asset, which is then depreciated over the useful life of the related asset. The liability is increased 
over time through income as a component of depreciation expense, such that the liability will equate to the 
future cost to retire the long-lived asset at the expected retirement date. Upon settlement of the liability, 
an entity either settles the obligation for its recorded amount or incurs a gain or loss upon settlement. Our 
obligations are primarily the result of requirements under our facility lease agreements which generally 
have “return to original condition” clauses which would require us to remove or restore items such as 
shred pits, vaults, demising walls and office build-outs, among others. As of December 31, 2005, we have 
recognized the cumulative effect of initially applying FIN 47 as a cumulative effect of change in accounting 
principle as prescribed in FIN 47, which resulted in a gross charge of $4.4 million ($2.8 million, net of tax). 


Net Income 


As a result of all the foregoing factors, for the year ended December 31, 2006, consolidated net 
income increased $17.8 million, or 16.0%, to $128.9 million (5.5% of consolidated revenues) from net 
income of $111.1 million (5.3% of consolidated revenues) for the year ended December 31, 2005. 


As a result of all the foregoing factors, for the year ended December 31, 2005, consolidated net 
income increased $16.9 million, or 18.0%, to $111.1 million (5.3% of consolidated revenues) from net 
income of $94.2 million (5.2% of consolidated revenues) for the year ended December 31, 2004. 


Segment Analysis (in thousands) 


The results of our various operating segments are discussed below. Beginning January 1, 2006, we 
changed our reportable segments as a result of certain management and organizational changes within our 
North American business. Therefore, the presentation of all historical segment reporting has been changed 
to conform to our new management reporting. Our reportable segments are now North American Physical 
Business, International Physical Business and Worldwide Digital Business. See Note 9 of Notes to 
Consolidated Financial Statements. Our North American Physical Business, which consists of the United 
States and Canada, offers the storage of paper documents, as well as all other non-electronic media such as 
microfilm and microfiche, master audio and videotapes, film, X-rays and blueprints, including healthcare 
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information services, vital records services, service and courier operations, and the collection, handling and 
disposal of sensitive documents for corporate customers (“Hard Copy”); the storage and rotation of 
backup computer media as part of corporate disaster recovery plans, including service and courier 
operations (“Data Protection”); secure shredding services (“Shredding”); and the storage, assembly, and 
detailed reporting of customer marketing literature and delivery to sales offices, trade shows and 
prospective customers’ sites based on current and prospective customer orders, which we refer to as the 
“Fulfillment” business. Our International Physical Business segment offers information protection and 
storage services throughout Europe, South America, Mexico and Asia Pacific, including Hard Copy, Data 
Protection and Shredding. Our Worldwide Digital Business offers information protection and storage 
services for electronic records conveyed via telecommunication lines and the Internet, including online 
backup and recovery solutions for server data and personal computers, as well as email archiving and third 
party technology escrow services that protect intellectual property assets such as software source code. 


North American Physical Business 


Segment Revenue Increase in Revenues Percentage Increase in Revenues 
For Years Ended 
December 31, 2004 December 31,2005 December 31, 2006 December 31,2005 December 31,2006 December 31,2005 December 31, 2006 
$1,387,977 $1,529,612 $1,671,009 $141,635 $141,397 10.2% 9.2% 
Segment Contribution(1) Segment Contribution(1) as a Percentage of Segment Revenue 
For Years Ended 
December 31, 2004 December 31, 2005 December 31, 2006 December 31, 2004 December 31, 2005 December 31, 2006 
$427,579 $444,343 $478,653 30.8% 29.0% 28.6% 


Items Excluded from the Calculation of Segment Contribution(1) 


Depreciation and Amortization 
December 31, 2004 December 31, 2005 December 31, 2006 


$115,975 $118,493 $127,562 


(1) See Note 9 of Notes to Consolidated Financial Statements for definition of Contribution and for the 
basis on which allocations are made and a reconciliation of Contribution to income before provision 
for income taxes and minority interest on a consolidated basis. 


During the year ended December 31, 2006, revenue in our North American Physical Business segment 
increased 9.2% primarily due to increasing storage internal growth rates resulting from stable net volume 
growth and an increasingly positive pricing environment, increasing service revenue growth rates 
particularly in data protection and fulfillment, growth of our secure shredding operations, and acquisitions. 
In addition, favorable currency fluctuations during the year ended December 31, 2006 in Canada increased 
revenue, as measured in U.S. dollars, by $9.8 million when compared to the year ended December 31, 
2005. Contribution as a percent of segment revenue decreased in the year ended December 31, 2006 due 
mainly to (a) higher transportation costs, primarily fuel and rental costs associated with a larger fleet of 
leased vehicles, and the accelerated implementation of a fleet-wide maintenance program in North 
America, (b) increased facility costs, primarily utilities, maintenance and insurance, (c) increased 
investment in sales, marketing and account management primarily related to a shift in hiring more 
experienced personnel at a higher cost, (d) costs associated with the North American reorganization, 
including a new level of field management, and (e) costs associated with our enterprise-wide sales meeting 
and a field operations meeting, both held in 2006 but not in 2005. 


During the year ended December 31, 2005, revenue in our North American Physical Business segment 
increased 10.2% primarily due to increasing storage internal growth rates resulting from higher net volume 
growth and a more positive pricing environment, increasing service revenue growth rates, growth of our 
secure shredding operations, higher internal growth rates from product sales and acquisitions. In addition, 
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favorable currency fluctuations during the year ended December 31, 2005 in Canada increased revenue, as 
measured in U.S. dollars, by $8.7 million when compared to the year ended December 31, 2004. 
Contribution as a percent of segment revenue decreased in the year ended December 31, 2005 due to our 
(a) increased investment in sales, marketing and account management, including higher sales commissions 
and compensation due to increased headcount, (b) increased bad debt expense, (c) increased incentive 
compensation expense, (d) higher transportation costs, primarily fuel, and (e) product sales at lower 
margins, offset by strong revenue growth, reduced facility expenses and the effectiveness of recent labor 
and cost management initiatives, including controls over overhead spending implemented in late 2004. The 
expansion of our secure shredding business, which incurs lower facilities costs than our core physical 
business, also lowers our facilities costs as a percentage of revenues. 


Included in our North American Physical Business segment are certain costs related to staff functions, 
including finance, human resources and information technology, which benefit the enterprise as a whole. 
These costs are primarily related to the general management of these functions on a corporate level and 
the design and development of programs, policies and procedures that are then implemented in the 
individual segments, with each segment bearing its own cost of implementation. Management has decided 
to allocate these costs to the North American segment as further allocation is impracticable. 


International Physical Business 


Segment Revenue Increase in Revenues Percentage Increase in Revenues 
For Years Ended 
December 31, 2004 | December 31, 2005 December 31,2006 December 31,2005 December 31,2006 December 31,2005 December 31, 2006 
$380,033 $435,106 $539,335 $55,073 $104,229 14.5% 24.0% 
Segment Contribution(1) Segment Contribution(1) as a Percentage of Segment Revenue 
For Years Ended 
December 31, 2004 December 31, 2005 December 31, 2006 December 31, 2004 December 31, 2005 December 31, 2006 
$89,751 $113,417 $117,568 23.6% 26.1% 21.8% 


Items Excluded from the Calculation of Segment Contribution (1) 


Depreciation and Amortization 
December 31, 2004 December 31, 2005 December 31, 2006 


$33,234 $43,285 $54,803 


(1) See Note 9 of Notes to Consolidated Financial Statements for definition of Contribution and for the 
basis on which allocations are made and a reconciliation of Contribution to income before provision 
for income taxes and minority interest on a consolidated basis. 


Revenue in our International Physical Business segment increased 24.0% during the year ended 
December 31, 2006 primarily due to acquisitions, which contributed $92.0 million or 18.6%. This was 
partially offset by net unfavorable currency fluctuations in Europe and Latin America of $6.3 million or 
1.5% during the year ended December 31, 2006. The balance of the increase in revenue represents internal 
growth. Contribution as a percent of segment revenue decreased primarily due to the acquisition of two 
shredding businesses in the U.K. that operate at lower margins, the acquisition of Pickfords, which is in the 
process of rationalizing its real estate portfolio, and costs associated with the facility fire in London, 
England. 


Revenue in our International Physical Business segment increased 14.5% during the year ended 
December 31, 2005 primarily due to acquisitions completed in Europe and in South America and strong 
internal growth in Latin America, offset by lower revenue in our U.K. public sector business. Favorable 
currency fluctuations during the year ended December 31, 2005 in Europe, Mexico and South America 
increased revenue, as measured in U.S. dollars, by $13.8 million compared to the year ended December 31, 
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2004. Contribution as a percent of segment revenue increased primarily due to improvements in both cost 
of sales and overhead labor ratios as a result of completing the integration of Hays IMS in the second half 
of 2004 offset by increased compensation associated with additional sales, marketing, and account 

management personnel, several new marketing and promotional efforts, and increased bad debt expense. 


Worldwide Digital Business 


Segment Revenue Increase in Revenues Percentage Increase in Revenues 
For Years Ended 
December 31, 2004 | December 31, 2005 December 31,2006 December 31,2005 December 31,2006 December 31,2005 December 31, 2006 
$49,579 $113,437 $139,998 $63,858 $26,561 128.8% 23.4% 
Segment Contribution(1) Segment Contribution(1) as a Percentage of Segment Revenue 
For Years Ended 
December 31, 2004 December 31, 2005 December 31, 2006 December 31, 2004 December 31, 2005 December 31, 2006 
$(9,886) $12,461 $9,779 (19.9) % 11.0% 7.0% 


Items Excluded from the Calculation of Segment Contribution (1) 


Depreciation and Amortization 
December 31, 2004 December 31, 2005 December 31, 2006 


$14,420 $25,144 $ 26,008 


(1) See Note 9 of Notes to Consolidated Financial Statements for definition of Contribution and for the 
basis on which allocations are made and a reconciliation of Contribution to income before provision 
for income taxes and minority interest on a consolidated basis. 


During the year ended December 31, 2006, revenue in our Worldwide Digital Business segment 
increased 23.4% primarily due to internal growth of 16%, primarily attributable to growth in digital storage 
revenue and our online backup service offerings for both personal computer and server data. The internal 
growth rate of our digital business was offset by a large data restoration project in the third quarter of 
2005, which was not repeated in 2006 but drove the increase in the digital storage growth rate beginning in 
the fourth quarter of 2005. The acquisition of Live Vault in December 2005 contributed approximately 
$12 million in revenue during the year ended December 31, 2006. Contribution as a percent of segment 
revenue decreased primarily due to the acquisition of LiveVault, increased investment in the European 
sales force, increases in information technology costs, including the write-off of $5.9 million of previously 
deferred costs, primarily internal labor costs, associated with internal use software development projects 
that were discontinued, and the benefit of a large data restoration project in the third quarter of 2005. This 
decrease was offset by higher absorption of fixed costs as a result of increased revenues and a reduction in 
royalty payments. 


During the year ended December 31, 2005, revenue in our Worldwide Digital Business segment 
increased 128.8% primarily due to the acquisition of Connected in November 2004, which represents an 
increase of $33.7 million over the partial year of revenue recorded in 2004 and strong internal growth 
of 41%, including the impact of a large data restoration project completed in 2005. Contribution as a 
percent of segment revenue increased primarily due to strong revenue growth and improved overhead 
leverage, partially offset by increases in information technology costs, the acquisitions of Connected and 
LiveVault and associated research and development activities and the growth of our sales and account 
management force, including higher sales commissions. 
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Liquidity and Capital Resources 


The following is a summary of our cash balances and cash flows for the years ended 2004, 2005 and 
2006 (in thousands). 


2004 2005 2006 
Cash flows provided by operating activities................... $ 305,364 $ 377,176 $ 374,282 
Cash flows used in investing activities. ....................04, (626,523) (436,175) (466,714) 
Cash flows provided by financing activities ................... 276,569 81,449 82,734 
Cash and cash equivalents at the end of year ................. 31,942 53,413 45,369 


Net cash provided by operating activities was $377.2 million for the year ended December 31, 2005 
compared to $374.3 million for the year ended December 31, 2006. The decrease resulted primarily from 
an increase in operating income and non-cash items, such as depreciation offset by gain on foreign 
currency, and further offset by the net change in working capital. The net change in working capital is 
primarily associated with the timing of accounts payable payments. 


Due to the nature of our businesses, we make significant capital expenditures and additions to 
customer acquisition costs. Our capital expenditures are primarily related to growth and include 
investments in storage systems, information systems and discretionary investments in real estate. Cash paid 
for our capital expenditures and additions to customer acquisition costs during the year ended 
December 31, 2006 amounted to $382.0 million and $14.3 million, respectively. From time to time and in 
the normal course of business we sell certain fixed assets, primarily real estate. In the year ended 
December 31, 2006, we received $17.8 million of net proceeds from the sales of assets. For the year ended 
December 31, 2005 and 2006, capital expenditures, net and additions to customer acquisition costs were 
funded primarily with cash flows provided by operating activities. Excluding acquisitions, we expect our 
capital expenditures to be between $390 million and $420 million in the year ending December 31, 2007. 
Included in our estimated capital expenditures for 2007 is $50 million to $60 million of opportunity driven 
real estate purchases. 


In the year ended December 31, 2006, we paid net cash consideration of $81.2 million for acquisitions, 
primarily related to the acquisition of two shredding businesses in the U.K., the buyout of minority 
partners in France and Mexico and contingent payments associated with a shredding acquisition in the 
USS. and another acquisition in Europe. Cash flows provided from operating activities, borrowings under 
our revolving credit facilities, the proceeds from the sale of senior subordinated notes, and cash 
equivalents on-hand funded these acquisitions. 


Net cash provided by financing activities was $82.7 million for the year ended December 31, 2006. 
During the year ended December 31, 2006, we had gross borrowings under our revolving credit facilities 
and term loan facilities of $543.9 million, $282.0 million of net proceeds from the sale of Senior 
Subordinated Notes and $22.2 million of proceeds from the exercise of stock options and employee stock 
purchase plan. We used the proceeds from these financing transactions to repay debt and term loans 
($655.0 million), repurchase $78.1 million of our 8!4% Senior Subordinated Notes due 2011 and 
repurchase $33.0 million of our 8°% Senior Subordinated Notes due 2013, repay debt financing from 
minority stockholders, net ($1.8 million) and to fund acquisitions. 
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We are highly leveraged and expect to continue to be highly leveraged for the foreseeable future. Our 
consolidated debt as of December 31, 2006 was comprised of the following (in thousands): 


IMI Revolving Credit Facility(1)... 0.0.0... cee cece eee ene e nee tne eens $ 170,472 
IMI Term Loan Facility(1). 2... 2... ccc cence ene tenner eee eteneetens 312,000 
IME Revolving Credit Facility(2) 0.0.0... cece eee e een eee n nee enes 77,819 
IME: Term Loan: Pacility(2) 0 secs cc cu te Saeed Sob Seno beh Shen Sone eee a ose ine beak eee 189,005 
8%4% Senior Subordinated Notes due 2011(3) ..... 0. cee eee ee eee ence eens 71,789 
8%% Senior Subordinated Notes due 2013(3) ........ 0. eee eee ee eee een nes 448,001 
7%% GBP Senior Subordinated Notes due 2014(3) ...... 0. eee eee eee eee ee eee 293,865 
7/% Senior Subordinated Notes due 2015(3) ....... eee eee eee ene eee 438,594 
6%% Senior Subordinated Notes due 2016(3) ........ 0. eee eee cece ence een aes 315,553 
8%4% Senior Subordinated Notes due 2018(3) ........ 0. eee eee eee ee een e aes 200,000 
8% Senior Subordinated Notes due 2018(3)....... 0... . cece eee cee ee eee ence nes 49,663 
6%4% Euro Senior Subordinated Notes due 2018(3) ........ 0.0 e eee eee eee eee eens 39,429 
Real Fstaté"Morteages. acc. cree as Hae BONS VATS SSSR SUSE GSES te ees ke 4,081 
SEIMEI NOLES 3 Ab: -actecerseuesrdete rave insectavtrw RODS TE EES BOERS SH ROE OED Se HORSE UO BORO E TRS 8,757 
OCR rise ard seed aca teehee en ard A Slats Aes Gee h ed Sek SAA el Sa A eed ek eee ec shee ed ee haces ed 49,788 
Lons=térm: Debts e:teae Heid caledicats Ra aes PSC S VALS NATSU EA OMAR DR ANSE R ERNE 2,668,816 
Less: Current:sPOrtin ..ts:< wsccatastnsce ts gaceits tee Sess Ase ten deleinA aden tainAs Mende Senb saint ihe Sea (63,105) 
Long-term Debt, Net of Current Portion. ...... 0.0... cece eee eee ee eee eee e eee eeeeeneee $2,605,711 


(1) All intercompany notes and the capital stock of most of our U.S. subsidiaries are pledged to secure 
these debt instruments. 


(2) Most of IME’s non-dormant subsidiaries have either guaranteed this indebtedness or their shares of 
capital stock and intercompany indebtedness have been pledged to secure this indebtedness. Iron 
Mountain has not guaranteed or otherwise provided security for this indebtedness nor have any of 
Iron Mountain’s U.S., Canadian, Asia Pacific, Mexican or South American subsidiaries. 


(3) These debt instruments are fully and unconditionally guaranteed, on a senior subordinated basis, by 
substantially all of our direct and indirect wholly owned U.S. subsidiaries (the “Guarantors”). These 
guarantees are joint and several obligations of the Guarantors. The remainder of our subsidiaries do 
not guarantee these debt instruments. 


Our indentures use OIBDA-based calculations as primary measures of financial performance, 
including leverage ratios. Our key bond leverage ratio, as calculated per our bond indentures, was 5.0 as of 
December 31, 2005 and 4.6 as of December 31, 2006. Noncompliance with this leverage ratio would have a 
material adverse effect on our financial condition and liquidity. Our target for this ratio is generally in the 
range of 4.5 to 5.5 while the maximum ratio allowable under the bond indentures is 6.5. 


Our ability to pay interest on or to refinance our indebtedness depends on our future performance, 
working capital levels and capital structure, which are subject to general economic, financial, competitive, 
legislative, regulatory and other factors which may be beyond our control. There can be no assurance that 
we will generate sufficient cash flow from our operations or that future financings will be available on 
acceptable terms or in amounts sufficient to enable us to service or refinance our indebtedness, or to make 
necessary capital expenditures. 
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In March 2004, IME and certain of its subsidiaries entered into a credit agreement (the “IME Credit 
Agreement”) with a syndicate of European lenders. The IME Credit Agreement provides for maximum 
borrowing availability in the principal amount of 200 million British pounds sterling, including a 
100 million British pounds sterling revolving credit facility (the “IME revolving credit facility”), which 
includes the ability to borrow in certain other foreign currencies and a 100 million British pounds sterling 
term loan (the “IME term loan facility”). The IME revolving credit facility matures on March 5, 2009. The 
IME term loan facility is payable in three installments; two installments of 20 million British pounds 
sterling on March 5, 2007 and 2008, respectively, and the final payment of the remaining balance on 
March 5, 2009. The interest rate on borrowings under the IME Credit Agreement varies depending on 
IMP’s choice of currency options and interest rate period, plus an applicable margin. The IME Credit 
Agreement includes various financial covenants applicable to the results of IME, which may restrict IME’s 
ability to incur indebtedness under the IME Credit Agreement and from third parties, as well as limit 
IMP’s ability to pay dividends to us. Most of IME’s non-dormant subsidiaries have either guaranteed the 
obligations or have their shares pledged to secure IME’s obligations under the IME Credit Agreement. We 
have not guaranteed or otherwise provided security for the IME Credit Agreement nor have any of our 
U.S., Canadian, Asia Pacific, Mexican or South American subsidiaries. Our consolidated balance sheet as 
of December 31, 2006 includes 77 million British pounds sterling and 94.7 million Euro of borrowings 
(totaling $266.8 million) under the IME Credit Agreement; we also had various outstanding letters of 
credit totaling 1.7 million British pounds sterling ($3.2 million). The remaining availability, based on IME’s 
current leverage ratio which is calculated based on current earnings before interest, taxes, depreciation and 
amortization (“EBITDA”) and current external debt, under the IME revolving credit facility on 
October 31, 2006, was approximately 59.0 million British pounds sterling ($112.1 million). The interest rate 
in effect under the IME revolving credit facility ranged from 4.4% to 6.2% as of October 31, 2006. 


On April 2, 2004 and subsequently on July 8, 2004, we entered into a new amended and restated 
revolving credit facility and term loan facility (the “IMI Credit Agreement”) to replace our prior credit 
agreement and to reflect more favorable pricing of our term loans. The IMI Credit Agreement had an 
aggregate principal amount of $550 million and was comprised of a $350 million revolving credit facility 
(the “IMI revolving credit facility”), which included the ability to borrow in certain foreign currencies, and 
a $200 million term loan facility (the “IMI term loan facility”). The IMI revolving credit facility matures on 
April 2, 2009. With respect to the IMI term loan facility, quarterly loan payments of $0.5 million began in 
the third quarter of 2004 and will continue through maturity on April 2, 2011, at which time the remaining 
outstanding principal balance of the IMI term loan facility is due. In November 2004, we entered into an 
additional $150 million of term loans as permitted under our IMI Credit Agreement. The new term loans 
will mature at the same time as our current IMI term loan facility with quarterly loan payments of 
$0.4 million that began in the first quarter of 2005 and are priced at LIBOR plus a margin of 1.75%. On 
October 31, 2005, we entered into the second amendment to the IMI Credit Agreement, increasing 
availability under the revolving credit facility from $350 million to $400 million. As a result, the IMI Credit 
Agreement had an aggregate maximum principal amount of $750 million as of December 31, 2006. The 
interest rate on borrowings under the IMI Credit Agreement varies depending on our choice of interest 
rate and currency options, plus an applicable margin. All intercompany notes and the capital stock of most 
of our U.S. subsidiaries are pledged to secure the IMI Credit Agreement. As of December 31, 2006, we 
had $170.5 million of borrowings under our IMI revolving credit facility, of which $4 million was 
denominated in U.S. dollars and the remaining balance was denominated in Canadian dollars (“CAD”) 
(CAD 194 million); we also had various outstanding letters of credit totaling $27.0 million. The remaining 
availability, based on Iron Mountain’s current leverage ratio which is calculated based on current EBITDA 
and current external debt, under the IMI revolving credit facility on December 31, 2006, was $113.8 
million. The interest rate in effect under the IMI revolving credit facility and IMI term loan facility ranged 
from 6.0% to 9.0% and 7.0% to 7.2%, respectively, as of December 31, 2006. 
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In July 2006, we completed an underwritten public offering of $200.0 million in aggregate principal 
amount of our 8%4% Senior Subordinated Notes due 2018, which were issued at par. Our net proceeds of 
$196.6 million, after paying the underwriters’ discounts, commissions and transaction fees, were used to 
(a) fund our offer to purchase and consent solicitation of $78.1 million in aggregate principle amount of 
our outstanding 844% Senior Subordinated Notes due 2011, (b) fund our purchase in the open market of 
$33.0 million in aggregate principal amount of our 87% Senior Subordinated Notes due 2013 and 
(c) repay borrowings under our revolving credit facility. As a result, we recorded a charge to other expense 
(income), net of $2.8 million in the third quarter of 2006 related to the early extinguishment of the 844% 
and 8¥s% Senior Subordinated Notes, which consists of tender premiums and transaction costs, deferred 
financing costs, as well as, original issue discounts and premiums related to the 84% and 8%% Senior 
Subordinated Notes. 


In July 2006, we experienced a significant fire in a records and information management facility in 
London, England that resulted in the complete destruction of the leased facility. London fire authorities 
recently issued a report in which it was concluded that the fire resulted from a deliberate act of arson; the 
report also stated that the actions of a guard employed by a third-party security service contractor resulted 
in the disabling of the automatic sprinkler system in the building. We believe we carry adequate property 
and liability insurance and are in the process of assessing the cause of, and other circumstances involved 
with, the fire. We do not expect that this event will have a material impact to our consolidated results of 
operations or financial condition. Revenues from this facility represent less than 1% of our consolidated 
enterprise revenues. As of December 31, 2006, we have approximately $9.6 million recorded as an 
insurance receivable which is included in prepaid expenses and other in the accompanying consolidated 
balance sheet which primarily represents the net book value of the property, plant and equipment 
associated with this facility at the time of the incident, net of $1.8 million of property insurance proceeds 
received through IME’s October 31, 2006 fiscal year-end. Subsequent to IME’s October 31, 2006 fiscal 
year-end, IME received payment from our insurance carrier of approximately 8.6 million British pounds 
sterling ($16.9 million). We expect to utilize cash received from our insurance carriers to fund capital 
expenditures and for general working capital needs. Such amount represents a portion of our business 
personal property, business interruption, and expense claims with our insurance carrier. We will record 
approximately $8.8 million to other (income) expense, net in the first quarter of 2007 related to recoveries 
associated with our business interruption portion of our insurance claim to date. We expect to settle the 
remaining property portion of our insurance claim with our insurance carriers within the next twelve 
months and have, therefore, classified the remaining insurance receivable as a current asset. We expect to 
receive recoveries related to our property claim with our insurance carriers that will exceed the carrying 
value of such assets. We, therefore, expect to record gains on the disposal/writedown of property, plant and 
equipment, net in our statement of operations in future periods when the cash received to date exceeds the 
remaining carrying value of the related property, plant and equipment, net. Recoveries from the insurance 
carriers related to business personal property claims are reflected in our statement of cash flows under 
proceeds from sales of property and equipment and other, net included in investing activities section when 
received. Recoveries from the insurance carriers related to business interruption claims are reflected in our 
statement of cash flows as a component of net income included in the operating activities section when 
received. 


In October 2006, we issued, in a private placement, $50 million in aggregate principal amount of our 
8% Senior Subordinated Notes due 2018, which were issued at a price of 99.3% of par; and 30 million 
Euro in aggregate principal amount of our 674% Euro Senior Subordinated Notes due 2018, which were 
issued at a price of 99.5% of par. Our net proceeds of $85.5 million, after sales commission, were used to 
repay outstanding indebtedness under the IMI term loan and IME revolving credit facilities. 


The IME Credit Agreement, IMI Credit Agreement, our indentures and other agreements governing 
our indebtedness contain certain restrictive financial and operating covenants, including covenants that 
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restrict our ability to complete acquisitions, pay cash dividends, incur indebtedness, make investments, sell 
assets and take certain other corporate actions. The covenants do not contain a rating trigger. Therefore, a 
change in our debt rating would not trigger a default under the IME Credit Agreement, IMI Credit 
Agreement and our indentures and other agreements governing our indebtedness. We were in compliance 
with all debt covenants in material agreements as of December 31, 2006. 


In January 2007, we completed an offering of 225.0 million Euro in aggregate principal amount of our 
6%4% Euro Senior Subordinated Notes due 2018, which were issued at a price of 98.99% of par and priced 
to yield 6.875%. Our net proceeds of 219.2 million Euro ($283.8 million), after paying the underwriters’ 
discounts and commissions and estimated expenses (excluding accrued interest payable by purchasers of 
the notes from October 17, 2006). These net proceeds were used to repay outstanding indebtedness under 
the IMI term loan and revolving credit facilities. We recorded a charge to other (income) expense, net of 
$0.5 million in the first quarter of 2007 related to the early retirement of the IMI term loans, representing 
the write-off of a portion of our deferred financing costs. In addition, in January 2007, we entered into 
forward contracts to exchange U.S. dollars for 96 million Euros and 194 million CAD for 127.5 million 
Euros to hedge our intercompany exposures with Canada and our subsidiaries whose functional currency is 
the Euro. These forward contracts settle on a monthly basis, at which time we enter into new forward 
contracts for the same underlying amounts, to continue to hedge movements in CAD and Euros against 
the U.S. dollar. At the time of settlement, we either pay or receive the net settlement amount from the 
forward contract. 


Contractual Obligations 


The following table summarizes our contractual obligations as of December 31, 2006 and the 
anticipated effect of these obligations on our liquidity in future years (in thousands): 


Payments Due by Period 
More than 
Total Less than 1 Year 1-3 Years 3-5 Years 5 Years 

Capital Lease Obligations........ $ 41,384 $ 8,829 $ 6,622 $ 2,157 $ 23,776 
Long-Term Debt Obligations 

(excluding Capital Lease 

Obligations) ................. 2,625,023 54,276 412,232 374,350 1,784,165 
Interest Payments(1)............ 1,567,691 212,794 401,893 342,429 610,575 
Operating Lease Obligations ..... 2,871,269 176,842 322,327 302,457 2,069,643 
Purchase and Asset Retirement 

Obligations(2)................ 62,881 26,555 22,407 6,620 7,299 
"TOtall feces: Sescethesehoheothesheet hte bcsthethin ies $7,168,248 $479,296 $1,165,481 $1,028,013 $4,495,458 


(1) Amounts include variable rate interest payments, which are calculated utilizing the applicable interest 
rates as of December 31, 2006; see Note 4 to Notes to Consolidated Financial Statements. 


(2) In addition, in connection with some of our acquisitions, we have potential earn-out obligations that 
may be payable in the event businesses we acquired meet certain operational objectives. These 
payments are based on the future results of these operations, and our estimate of the maximum 
contingent earn-out payments we may be required to make under all such agreements as of 
December 31, 2006 is approximately $6.6 million. 


We expect to meet our cash flow requirements for the next twelve months from cash generated from 
operations, existing cash, cash equivalents, borrowings under the IMI and IME revolving credit facilities 
and other financings, which may include secured credit facilities, securitizations and mortgage or capital 
lease financings. We expect to meet our long-term cash flow requirements using the same means described 
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above, as well as the potential issuance of debt or equity securities as we deem appropriate. See Notes 4, 7 
and 10 to Notes to Consolidated Financial Statements. 


Off-Balance Sheet Arrangements 


We have no off-balance sheet arrangements as defined in Regulation S-K Item 303(a)(4)(ii). 


Net Operating Loss Carryforwards 


We have federal net operating loss carryforwards which begin to expire in 2018 through 2021 of 
$172.7 million at December 31, 2006 to reduce future federal taxable income, if any. We also have an asset 
for state net operating loss of $18.2 million (net of federal tax benefit), which begins to expire in 2007 
through 2024, subject to a valuation allowance of approximately 98%. As a result of these loss 
carryforwards, we do not expect to pay any significant U.S. federal and state income taxes in 2007. 


Inflation 


Certain of our expenses, such as wages and benefits, insurance, occupancy costs and equipment repair 
and replacement, are subject to normal inflationary pressures. Although to date we have been able to 
offset inflationary cost increases through increased operating efficiencies and the negotiation of favorable 
long-term real estate leases, we can give no assurance that we will be able to offset any future inflationary 
cost increases through similar efficiencies, leases or increased storage or service charges. 


Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 
Interest Rate Risk 


Given the recurring nature of our revenues and the long term nature of our asset base, we have the 
ability and the preference to use long term, fixed interest rate debt to finance our business, thereby helping 
to preserve our long term returns on invested capital. We target a range 80% to 85% of our debt portfolio 
to be fixed with respect to interest rates. Occasionally, we will use floating to fixed interest rate swaps as a 
tool to maintain our targeted level of fixed rate debt. As part of this strategy, in May 2001 and June 2006 
we and IME entered into a total of two derivative financial contracts, which are variable-for-fixed interest 
rate swaps consisting of (a) one contract based on interest payments previously payable on our real estate 
term loans of an aggregate principal amount of $97.0 million that have been subsequently repaid, and 
(b) one contract for interest payments payable on IME’s term loan facility of an aggregate principal 
amount of 75.0 million British pounds sterling. See Note 3 to Notes to Consolidated Financial Statements. 


After consideration of the swap contracts mentioned above, as of December 31, 2006, we had 
$517.9 million of variable rate debt outstanding with a weighted average variable interest rate of 6.4%, and 
$2,150.9 million of fixed rate debt outstanding. As of December 31, 2006, 80.6% of our total debt 
outstanding was fixed. If the weighted average variable interest rate on our variable rate debt had 
increased by 1%, our net income for the year ended December 31, 2006 would have been reduced by 
$2.9 million. See Note 4 to Notes to Consolidated Financial Statements included in this Form 10-K for a 
discussion of our long-term indebtedness, including the fair values of such indebtedness as of 
December 31, 2006. 


Currency Risk 


Our investments in IME, Iron Mountain Canada Corporation (“IM Canada”), Iron Mountain Mexico, 
SA de RL de CV, IMSA and other international investments may be subject to risks and uncertainties 
related to fluctuations in currency valuation. Our reporting currency is the U.S. dollar. However, our 
international revenues and expenses are generated in the currencies of the countries in which we operate, 
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primarily the Euro, Canadian dollar and British pound sterling. The currencies of many Latin American 
countries, particularly the Argentine peso, have experienced substantial volatility and depreciation. 
Declines in the value of the local currencies in which we are paid relative to the U.S. dollar will cause 
revenues in U.S. dollar terms to decrease and dollar-denominated liabilities to increase in local currency. 


The impact on our earnings is mitigated somewhat by the fact that most operating and other expenses 
are also incurred and paid in the local currency. We also have several intercompany obligations between 
our foreign subsidiaries and Iron Mountain and our U.S.-based subsidiaries and our foreign subsidiaries 
and IME. These intercompany obligations are primarily denominated in the local currency of the foreign 
subsidiary. 


We have adopted and implemented a number of strategies to mitigate the risks associated with 
fluctuations in currency valuations. One strategy is to finance our largest international subsidiaries with 
local debt that is denominated in local currencies, thereby providing a natural hedge. In determining the 
amount of any such financing, we take into account local tax strategies among other factors. Another 
strategy we utilize is to borrow in foreign currencies at the U.S. parent level to hedge our intercompany 
financing activities. Finally, on occasion, we enter into currency swaps to temporarily or permanently 
hedge an overseas investment, such as a major acquisition to lock in certain transaction economics. We 
have implemented these strategies for our three foreign investments in the U.K., Canada and Asia Pacific. 
Specifically, through IME borrowing under the IME Credit Agreement and our 150 million British pounds 
sterling denominated 74% Senior Subordinated Notes, we effectively hedge most of our outstanding 
intercompany loan with IME. IM Canada has financed their capital needs through direct borrowings in 
Canadian dollars under the IMI revolving credit facility. This creates a tax efficient natural currency hedge. 
To fund the acquisition of Pickfords in Australia and New Zealand, Iron Mountain borrowed Australian 
and New Zealand dollars under its multi-currency revolving credit facility. These borrowings provided a tax 
efficient natural hedge against the intercompany loans created at the time of the acquisition. Subsequently, 
we repaid such borrowings under our multi-currency revolving credit facility and contemporaneously in 
September 2006, we entered into forward contracts to exchange U.S. dollars for 55 million in Australian 
dollars (“AUD”) and 20.2 million in New Zealand dollars (“NZD”) to hedge our intercompany exposure 
in these countries. In addition, in January, 2007 we entered into forward contracts to exchange U.S. dollars 
for 96 million Euros and 194 million CAD for 127.5 million Euros to hedge our intercompany exposures 
with Canada and our subsidiaries whose functional currency is the Euro. These forward contracts settle on 
a monthly basis, at which time we enter into new forward contracts for the same underlying amounts, to 
continue to hedge movements in AUD, NZD, CAD and Euros against the U.S. dollar. At the time of 
settlement, we either pay or receive the net settlement amount from the forward contract. As of 
December 31, 2006, except as noted above, our currency exposures to intercompany balances are 
unhedged. 


The impact of devaluation or depreciating currency on an entity depends on the residual effect on the 
local economy and the ability of an entity to raise prices and/or reduce expenses. Due to our constantly 
changing currency exposure and the potential substantial volatility of currency exchange rates, we cannot 
predict the effect of exchange fluctuations on our business. The effect of a change in foreign exchange 
rates on our net investment in foreign subsidiaries is reflected in the “Accumulated Other Comprehensive 
Items, net” component of stockholders’ equity. A 10% depreciation in year-end 2006 functional currencies, 
relative to the U.S. dollar, would result in a reduction in our stockholders’ equity of approximately 
$41.1 million. 


Item 8. Financial Statements and Supplementary Data. 


The information required by this item is included in Item 15(a) of this Annual Report on Form 10-K. 
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure. 


None. 


Item 9A. Controls and Procedures. 
Disclosure Controls and Procedures 


The term “disclosure controls and procedures” is defined in Rules 13a-15(e) and 15d-15(e) of the 
Securities Exchange Act of 1934, as amended (the “Exchange Act”). These rules refer to the controls and 
other procedures of a company that are designed to ensure that information is recorded, processed, 
summarized and communicated to management, including its principal executive and principal financial 
officers, as appropriate to allow timely decisions regarding what is required to be disclosed by a company in 
the reports that it files under the Exchange Act. As of December 31, 2006 (the “Evaluation Date”), we 
carried out an evaluation, under the supervision and with the participation of our management, including 
our chief executive officer and chief financial officer, of the effectiveness of our disclosure controls and 
procedures. Based upon that evaluation, our chief executive officer and chief financial officer have 
concluded that, as of the Evaluation Date, our disclosure controls and procedures are effective. 


Management’s Report on Internal Control over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over 
financial reporting, as such term is defined in Rule 13a-15(f) of the Exchange Act. Under the supervision 
and with the participation of our management, including our chief executive officer and chief financial 
officer, we conducted an evaluation of the effectiveness of our internal control over financial reporting 
based on the framework in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Based on our evaluation under the framework in Internal 
Control—Integrated Framework, our management concluded that our internal control over financial 
reporting was effective as of December 31, 2006. Our management’s assessment of the effectiveness of our 
internal control over financial reporting as of December 31, 2006 has been audited by Deloitte & 

Touche LLP, an independent registered public accounting firm, as stated in their report which appears 
below. 


REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
Iron Mountain Incorporated: 


We have audited management’s assessment, included in the accompanying Management’s Report on 
Internal Control Over Financial Reporting, that Iron Mountain Incorporated and subsidiaries (the 
“Company”) maintained effective internal control over financial reporting as of December 31, 2006, based 
on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. The Company’s management is responsible for maintaining 
effective internal control over financial reporting and for its assessment of the effectiveness of internal 
control over financial reporting. Our responsibility is to express an opinion on management’s assessment 
and an opinion on the effectiveness of the Company’s internal control over financial reporting based on 
our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting 
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether effective internal control over financial reporting was maintained in 
all material respects. Our audit included obtaining an understanding of internal control over financial 
reporting, evaluating management’s assessment, testing and evaluating the design and operating 


51 


effectiveness of internal control, and performing such other procedures as we considered necessary in the 
circumstances. We believe that our audit provides a reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed by, or under the 
supervision of, the company’s principal executive and principal financial officers, or persons performing 
similar functions, and effected by the company’s board of directors, management, and other personnel to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles. A 
company’s internal control over financial reporting includes those policies and procedures that (1) pertain 
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded 
as necessary to permit preparation of financial statements in accordance with generally accepted 
accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of the inherent limitations of internal control over financial reporting, including the 
possibility of collusion or improper management override of controls, material misstatements due to error 
or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the 
effectiveness of the internal control over financial reporting to future periods are subject to the risk that 
the controls may become inadequate because of changes in conditions, or that the degree of compliance 
with the policies or procedures may deteriorate. 


In our opinion, management’s assessment that the Company maintained effective internal control 
over financial reporting as of December 31, 2006, is fairly stated, in all material respects, based on the 
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Also in our opinion, the Company maintained, in all material 
respects, effective internal control over financial reporting as of December 31, 2006, based on the criteria 
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the consolidated financial statements as of and for the year ended December 31, 
2006 of the Company and our report dated March 1, 2007 expressed an unqualified opinion on those 
financial statements and includes an explanatory paragraph relating to the adoption of Statement of 
Financial Accounting Standards (“SFAS”) No. 123(R), Share-Based Payment. 

/s/ DELOITTE & TOUCHE LLP 
Boston, Massachusetts 
March 1, 2007 


Changes in Internal Control over Financial Reporting 


There have been no changes in our internal control over financial reporting during the quarter ended 
December 31, 2006 that have materially affected, or are reasonably likely to materially affect, our internal 
control over financial reporting. 


Item 9B. Other Information. 


None. 
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PART III 

Item 10. Directors, Executive Officers and Corporate Governance. 

The information required by Item 10 is incorporated by reference to our definitive Proxy Statement 
for the Annual Meeting of Stockholders to be held on or about May 24, 2007. 
Item 11. Executive Compensation. 

The information required by Item 11 is incorporated by reference to our definitive Proxy Statement 
for the Annual Meeting of Stockholders to be held on or about May 24, 2007. 
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 

Matters. 

The information required by Item 12 is incorporated by reference to our definitive Proxy Statement 
for the Annual Meeting of Stockholders to be held on or about May 24, 2007. 
Item 13. Certain Relationships and Related Transactions, and Director Independence. 

The information required by Item 13 is incorporated by reference to our definitive Proxy Statement 
for the Annual Meeting of Stockholders to be held on or about May 24, 2007. 
Item 14. Principal Accountant Fees and Services. 

The information required by Item 14 is incorporated by reference to our definitive Proxy Statement 
for the Annual Meeting of Stockholders to be held on or about May 24, 2007. 
Item 15. Exhibits, Financial Statement Schedules. 


(a) Financial Statements and Financial Statement Schedules filed as part of this report: 


Page 

A. Iron Mountain Incorporated 
Report of Independent Registered Public Accounting Firm................... 0. ce eee eee eee eee 54 
Consolidated Balance Sheets, December 31, 2005 and 2006 ....... 0... ccc cece eee eens 55 
Consolidated Statements of Operations, Years Ended December 31, 2004, 2005 and 2006 ........ 56 
Consolidated Statements of Stockholders’ Equity and Comprehensive Income, Years Ended 

December 31, 2004, 2005 and 2006. ..... 1... ccc cece cence e teen nee enn eee 57 
Consolidated Statements of Cash Flows, Years Ended December 31, 2004, 2005 and 2006 ........ 58 
Notes to Consolidated Financial Statements .........0. 0... ccc cece cee t nee t teenies 59 


(b) Exhibits filed as part of this report: 
As listed in the Exhibit Index following the signature page hereof. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
Iron Mountain Incorporated 


We have audited the accompanying consolidated balance sheets of Iron Mountain Incorporated and 
subsidiaries (the “Company”) as of December 31, 2006 and 2005, and the related consolidated statements 
of operations, stockholders’ equity and comprehensive income and cash flows for each of the three years in 
the period ended December 31, 2006. These financial statements are the responsibility of the Company’s 
management. Our responsibility is to express an opinion on the financial statements based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting 
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion. 


In our opinion, such consolidated financial statements present fairly, in all material respects, the 
financial position of Iron Mountain Incorporated and subsidiaries as of December 31, 2006 and 2005, and 
the results of their operations and their cash flows for each of the three years in the period ended 
December 31, 2006, in conformity with accounting principles generally accepted in the United States of 
America. 


As discussed in Note 2n, the Company adopted Statement of Financial Accounting Standards 
(“SFAS”) No. 123(R), Share-Based Payment effective January 1, 2006. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the effectiveness of the Company’s internal control over financial reporting as of 
December 31, 2006, based on the criteria established in Internal Control—Integrated Framework issued by 
the Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 1, 
2007 expressed an unqualified opinion on management’s assessment of the effectiveness of the Company’s 
internal control over financial reporting and an unqualified opinion on the effectiveness of the Company’s 
internal control over financial reporting. 


/s/ DELOITTE & TOUCHE LLP 


Boston, Massachusetts 
March 1, 2007 
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TRON MOUNTAIN INCORPORATED 
CONSOLIDATED BALANCE SHEETS 


(In thousands, except share and per share data) 


December 31, 


2005 2006 
ASSETS 
Current Assets: 
Cash and cash equivalents ........ 0... c cece eee eee enn eee e een nees $ 53,413 $ 45,369 
Accounts receivable (less allowances of $14,522 and $15,157, respectively) . . 408,564 473,366 
Deferred ncometaxes e.228eci tides 8 ies BS Bas SAGER AEA SORES Nass 27,623 60,537 
Prepaid expenses and other ......... 0... eee eee eee eee ee 64,568 100,449 
Total Current: Assets 's.c-< ios. 4 ok cad ae aad wad oo white nats ee Bae 554,168 679,721 
Property, Plant and Equipment: 
Property, plant and equipment ........... 0... cece eee ee eee eee 2,556,880 2,965,995 
Less—Accumulated depreciation ........... 0... eee (775,614) (950,760) 
Net Property, Plant and Equipment.................... 0. eee ee eee eee 1,781,266 2,015,235 
Other Assets, net: 
GOO WI, 5.8 Sd oa5 Ngee behets tea nce estat HSA Baie ad Bauer a a add a Mae a ede 2,138,641 2,165,129 
Customer relationships and acquisition costs ................... 00. eee ee 229,006 282,756 
Deferred financing COStS... 0... cece cece eect eee ees 31,606 29,795 
OEMS P 5b 3B hel shia ul eee onaaieewr dag ears Bae Ara cS ean g weiae ara e aahae Gehan oeon tes 31,453 36,885 
Total Other Assets, net... 0.0... ccc cence eect eee enees 2,430,706 2,514,565 
TotalAssets ic/cevoe eck ood cha aoe tee toa  ae e a EO i $4,766,140 $5,209,521 


LIABILITIES AND STOCKHOLDERS’ EQUITY 
Current Liabilities: 


Current portion of long-term debt .......... 00... cece eee eee eee eee $ 25,905 $ 63,105 
ACCOUMES Payable sss: sis decr scabies Hew seofoe! nasa shade ia ay haven die ayo aia oe aye! Ola 148,234 148,461 
INCCTUC EXPENSES wei fs se he BE NEE EEE PEI SIE trons Sie 266,720 266,933 
Deferred! revenue sec sie: Feed ess ethene Washes toe Siete WL Ae Rian Pa a ik ESOS 151,137 160,148 
Total Current Liabilities... 0... 0... ccc ccc eee n ene aes 591,996 638,647 
Long-term Debt, net of current portion......... 0... cece ee eee eee ee eee eeee 2,503,526 2,605,711 
Other Long-term Liabilities. .... 0.0... eects 33,545 72,778 
Deferred: RENE xsk eed hes Soho ig PES SS ERS BS OS BR 35,763 53,597 
Deferred Income Taxes. ........ 0.0 cence n eee teen ee nneeee 225,314 280,225 
Commitments and Contingencies (see Note 10) 
Minority InterestSisscsccesadisacieehebitimr enya renter more un re ineenns 5,867 5,290 
Stockholders’ Equity: 


Preferred stock (par value $0.01; authorized 10,000,000 shares; none issued 
and: Outstanding) io sce dee ieee tee tae eee tane eeiha honed adeinng oan’ — — 
Common stock (par value $0.01; authorized 400,000,000 shares; issued and 


outstanding 197,494,307 shares and 199,109,581 shares, respectively)... .. 1,975 1,991 
Additional paid-in capital....... 0... cece eee eee eens 1,104,946 1,144,101 
Retained amings:..2 cc isseas se asesevseseaeseeevesas eee wees 244,524 373,387 
Accumulated other comprehensive items, net ............ cee eee eee eeee 18,684 33,794 

Total Stockholders’ Equity............. 0... cece eee eee ee eee eee eee 1,370,129 = 1,553,273 

Total Liabilities and Stockholders’ Equity ..............000.0 cece anes $4,766,140 $5,209,521 


The accompanying notes are an integral part of these consolidated financial statements. 
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IRON MOUNTAIN INCORPORATED 
CONSOLIDATED STATEMENTS OF OPERATIONS 


(In thousands, except per share data) 


Year Ended December 31, 
2004 2006 
Revenues: 
StOTA GE er cs ORS PN Ae Ses tig eo oe aed oie oo $1,043,366 $1,181,551 $1,327,169 
Service and storage material sales........................ 774,223 896,604 1,023,173 
Lotal Reventes! sc.a9s 282 eS ROS 1,817,589 2,078,155 2,350,342 
Operating Expenses: 
Cost of sales (excluding depreciation and amortization) .... 823,899 938,239 1,074,268 
Selling, general and administrative....................-.. 486,246 569,695 670,074 
Depreciation and amortization ............cceeeeee renee 163,629 186,922 208,373 
Gain on disposal/writedown of property, plant and 
Squipment, NEE sec sexi oe bak a ee arate Su ete eaten (681) (3,485) (9,560) 
Total Operating Expenses ..................... eee eee 1,473,093 1,691,371 1,943,155 
Operating Income .......... eee cece eect eees 344,496 386,784 407,187 
Interest Expense, Net occ cs cet ciecs cease tisure ceca tlaadcteae ebaee 185,749 183,584 194,958 
Other (Income) Expense, Net ........... 00... cece eee eee (7,988) 6,182 (11,989) 
Income Before Provision for Income Taxes and Minority 
TILES Bes. sose stent cioceceia ea sia le a ates: sesaere abe Je a oie ayene nee 8 ceustegese 166,735 197,018 224,218 
Provision for Income Taxes ........... 0.0 cc cece cece eens 69,574 81,484 93,795 
Minority Interests in Earnings of Subsidiaries, Net........... 2,970 1,684 1,560 
Income before Cumulative Effect of Change in Accounting 
Principle, .s..5 ueereatane fat Sarai dace BP NOR De UR OMe Eh ERE Bo ee 94,191 113,850 128,863 
Cumulative Effect of Change in Accounting Principle (net of 
tax:benetit) ya G8 wieven “ON on oie Se ak ee — (2,751) — 
Ne tI Cmte ss. i.ccicdse cates bbe dekee hed te sate bies eM elds eedigrethicte edeeass $ 94,191 $ 111,099 $ 128,863 
Net Income per Share—Basic: 
Income before Cumulative Effect of Change in Accounting 
PRINCI Plet yarjutsmaataeca tae dad keen Arai eeomeraeciees $ 0.49 $ 0.58 $ 0.65 
Cumulative Effect of Change in Accounting Principle (net 
of tax benefit) «./.0cchcnhe ceee es Gace deve Seen eves ee — (0.01) — 
Net Income per Share—Basic..................0000055 $ 0.49 $ 0.57 $ 0.65 
Net Income per Share—Diluted: 
Income before Cumulative Effect of Change in Accounting 
PEATE Toles !9.:65 Aa.assrateh aia asc aladarieene ane stake Oa RE RED Be ee $ 0.48 $ 0.57 $ 0.64 
Cumulative Effect of Change in Accounting Principle (net 
of tax: benefit).2 coy eek ee eee SS eae eee ES — (0.01) — 
Net Income per Share—Diluted....................0.. $ 0.48 $ 0.56 $ 0.64 
Weighted Average Common Shares Outstanding—Basic ..... 193,625 195,988 198,116 
Weighted Average Common Shares Outstanding—Diluted ... 196,764 198,104 200,463 


The accompanying notes are an integral part of these consolidated financial statements. 
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IRON MOUNTAIN INCORPORATED 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 
AND COMPREHENSIVE INCOME 


(In thousands, except share data) 


Common Stock Voting Additional Accumulated Other Total Stockholders’ 
Shares Amounts Paid-in Capital Retained Earnings Comprehensive Items Equity 

Balance, December 31, 2003..... 192,544,321 $1,925 $1,033,001 $ 39,234 $ (8,046) $1,066,114 
Issuance of shares under 

employee stock purchase 

plan and option plans, 

including tax benefit of $6,904. . 2,182,550 22: 33,443 —_ _— 33,465 
Deferred compensation ........ =e =s (3,533) = = (3,533) 
Currency translation adjustment. . a —_ — = 14,669 14,669 
Market value adjustments for 

hedging contracts, net of tax... = — — —_— 13,576 13,576 
Market value adjustments for 

securities, net of tax.......... — _ — —_ 86 86 
Net INCOMEC= ies erdelGretce dee as =! a —_ 94,191 mae 94,191 
Balance, December 31, 2004..... 194,726,871 1,947 1,062,911 133,425 20,285 1,218,568 
Issuance of shares under 

employee stock purchase plan 

and option plans, including tax 

benefit of 

$9: O68 3 aise gicenie sates Bins il Senee seers 2,767,436 28 57,315 _— — 57,343 
Deferred compensation ........ _ _ (16,060) = — (16,060) 
Currency translation adjustment. . = _ = _ (4,300) (4,300) 
Stock options issued in 

connection with an acquisition . = — 780 _ — 780 
Market value adjustments for 

hedging contracts, net of tax... _ — — — 2,458 2,458 
Market value adjustments for 

securities, net of tax.......... _ —_ — —_ 241 241 
Net income.................. = _— = 111,099 _ 111,099 
Balance, December 31, 2005... . . 197,494,307 1,975 1,104,946 244,524 18,684 1,370,129 


Issuance of shares under 
employee stock purchase plan 
and option plans, including tax 
benefit of $4,387 ............ 1,615,274 16 39,155 —_ — 39,171 


Currency translation adjustment. . == = = 14,659 14,659 
Market value adjustments for 
hedging contracts, net of tax... — — _— _— 43 43 
Market value adjustments for 
securities, net of tax.......... —_ — — — 408 408 
Netincome ie 5 3-0 fue a salen sheets — =, —_ 128,863 —_ 128,863 
Balance, December 31, 2006..... 199,109,581 $1,991 $1,144,101 $373,387 $33,794 $1,553,273 
2004 2005 2006 
COMPREHENSIVE INCOME: 
Net-InCOmie Gees gsc hos sic cnet iain easobae te: wear nents ae des areteane dies $ 94,191 $ 111,099 $ 128,863 
Other Comprehensive (Loss) Income: 
Foreign Currency Translation Adjustments .....................00000, 14,669 (4,300) 14,659 
Market Value Adjustments for Hedging Contracts, Net of Tax Provision 
of $4,955, $973 and $13, respectively........... 0... cee eee eee 13,576 2,458 43 
Market Value Adjustments for Securities, Net of Tax.................0. 86 241 408 
Comprehensive Income............... cece cece eee eee ee eees $ 122,522 $ 109,498 $ 143,973 


The accompanying notes are an integral part of these consolidated financial statements. 
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IRON MOUNTAIN INCORPORATED 
CONSOLIDATED STATEMENTS OF CASH FLOWS 


(In thousands) 
Year Ended December 31, 
2004 2005 2006 

Cash Flows from Operating Activities: 

ING CANCOMES 2c. 5:3.fe sy scche ies overt secetetcd diaeth deaidlban dd eeeaR ae dilsna wale “catty Soke, deo tbenadlaneee tite Seelew $ 94,191 $ 111,099 $ 128,863 
Adjustments to reconcile net income to cash flows from operating activities: 

Cumulative effect of change in accounting principle (net of tax benefit) ............ — 2,751 — 

Minority interests in earnings of subsidiaries, net........... 0.00.0 cece ee eee eee 2,970 1,684 1,560 

DG PLeClatlOn .idrcohvert sect sascsite antes Sipe fede teens tor eign Mctolesin tite ene At i Beneets rien ant tiienese 151,947 170,698 187,745 

Amortization (includes deferred financing costs and bond discount of $3,646, $4,951 

and:$5;463, respectively) occas tak Vaadend gtd Taha Le dak BENE oA ah 15,328 21,175 26,091 

Stock compensation expense .......... eee eee e eee eneeeae 3,857 6,189 12,387 

Provision for deferred income taxeS...... 0... ccc eee nee nee 62,165 59,470 53,139 

Loss on early extinguishment of debt... 00... 0... eee eee 2,454 — 2,972 

Gain on disposal/writedown of property, plant and equipment, net................ (681) (3,485) (9,560) 

Loss (Gain) on foreign currency and other, net ........ 0.0... c cee ee eee 5,227 6,472 (16,990) 
Changes in Assets and Liabilities (exclusive of acquisitions): 

ACCOUNTS TECEIVADIE 5.02.43 34 ch tende tithe Rate ey eR Ate aL dat aati (48,020) (45,572) (53,867) 

Prepaid expenses and other current assets .... 0.0... cece cece eee (7,462) (13,360) (12,317) 

Accounts payable’ is.c:0 61 ada eee edit gk dee We ee ah day te ee a at 12,366 21,017 9,008 

Accrued expenses, deferred revenue and other current liabilities ................. 9,852 34,360 37,320 

Other assets and long-term liabilities... 0.0... ee ee eee 1,170 4,678 7,931 

Cash Flows from Operating Activities»... 0... eee cee eee 305,364 377,176 374,282 
Cash Flows from Investing Activities: 

Capital, Expenditures. cic -s stare case tae Bed aoekeush tie nade aie Ta ai exp ni Nous eae ant ateroieale core ak (231,966) = (272,129) — (381,970) 

Cash paid for acquisitions, net of cash acquired. .... 6... eee eee eee (384,338) (178,238) (81,208) 

Additions to customer relationship and acquisition costs.............. 000000000) (12,472) (13,431) (14,251) 

Investment im jomt Ventures seco ets oe Week oo ie Goats arenes eee ae eee ere ee (858) — (5,943) 

Proceeds from sales of property and equipment and other, net................00. 3,111 27,623 16,658 

Cash Flows from Investing Activities .. 0.0... cee cece eee (626,523) (436,175) = (466,714) 
Cash Flows from Financing Activities: 

Repayment of debt and term loans... 0.1... ee cece eee (1,085,013) (509,595) (654,960) 

Proceeds from debt and term loans .........0 0... cece ene eens 1,148,275 568,726 543,940 

Early-retirémient Of MOteS <5 6.565 2500.5, Bisco sinks apunle Geers sotbcoety wd alge ele wh a Les calgon ae (20,797) — (112,397) 

Net proceeds from sales of senior subordinated notes ............ 00.00. ee eee eee 269,427 —_ 281,984 

Debt financing (repayment to) and equity contribution from (distribution to) 

minority stockholders, net ... 0.0... ccc cee eee (41,978) (2,399) (2,068) 

Proceeds from exercise of stock options and employee stock purchase plan ......... 18,041 25,649 22,245 

Excess tax benefits from stock-based compensation. ........... 000.0 eee ee eens = = 4,387 

Payment of debt financing costs and stock issuance CostS.......... 00.0 e eee eee eee (11,386) (932) (397) 

Cash Flows from Financing Activities... 0... 0... cee eee eee 276,569 81,449 82,734 
Effect of Exchange Rates on Cash and Cash Equivalents.............. 000.0000 0008 1,849 (979) 1,654 
(Decrease) Increase in Cash and Cash Equivalents ........... 0.00.0 c ee eee eee (42,741) 21,471 (8,044) 
Cash and Cash Equivalents, Beginning of Year .......... 00... cece eee eee 74,683 31,942 53,413 
Cash and Cash Equivalents, End of Year... 1.0... eee cee eae $ 31,942 $ 53,413 $ 45,369 
Supplemental Information: 
Cash: Paid*for: Interest xo diss cc2dcars acatee shes ac ano dee seid mas bce Meta otra Sea sd A Le Ri $ 169,929 $ 183,657 $ 185,072 
Cash: Paid: for-Incomié: Taxes... 026.23. ecdiistaiag loa ea tae dle tieid ae argld sh Bes dine 44 eas $ 6,888 $ 21,858 $ 17,143 
Non-Cash Investing Activities: 

Capital eases. fo eccsdihenesiecei vere tedinndg agente tacdce te denstitlanectbeni dated. dee tsauesa te Wonstehine etn ete $ 1,506 $ 23,886 $ 17,027 

Capital “Expenditures? /cccicts eee BRS Sees Ay ee Rae es be as $ — $ 19,124 $ 32,068 


The accompanying notes are an integral part of these consolidated financial statements. 
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(In thousands, except share and per share data) 


1. Nature of Business 


On May 27, 2005, Iron Mountain Incorporated, a Pennsylvania corporation (“Iron Mountain PA”), 
reincorporated as a Delaware corporation. The reincorporation was effected by means of a statutory 
merger (the “Merger’”) of Iron Mountain PA with and into Iron Mountain Incorporated, a Delaware 
corporation (“Iron Mountain DE”), a wholly owned subsidiary of Iron Mountain PA. In connection with 
the Merger, Iron Mountain DE succeeded to and assumed all of the assets and liabilities of Iron Mountain 
PA. Apart from the change in its state of incorporation, the Merger had no effect on Iron Mountain PA’s 
business, board composition, management, employees, fiscal year, assets or liabilities, or location of its 
facilities, and did not result in any relocation of management or other employees. The Merger was 
approved at the Annual Meeting of Stockholders held on May 26, 2005. Upon consummation of the 
Merger, Iron Mountain DE succeeded to Iron Mountain PA’s reporting obligations and continued to be 
listed on the New York Stock Exchange under the symbol “IRM.” 


On December 7, 2006, our board authorized and approved a three-for-two stock split effected in the 
form of a dividend on our common stock. We issued the additional shares of common stock resulting from 
this stock dividend on December 29, 2006 to all stockholders of record as of the close of business on 
December 18, 2006. All share data has been adjusted for such stock split. 


The accompanying financial statements represent the consolidated accounts of Iron Mountain 
Incorporated, a Delaware corporation, and its subsidiaries. We are an international full-service provider of 
information protection and storage and related services for all media in various locations throughout the 
United States, Canada, Europe, Australia, New Zealand, Mexico and South America to commercial, legal, 
banking, health care, accounting, insurance, entertainment and government organizations, including more 
than 90% of the Fortune 1000 and more than 85% of the FTSE 100. 


2. Summary of Significant Accounting Policies 
a. Principles of Consolidation 


The accompanying financial statements reflect our financial position and results of operations on a 
consolidated basis. Financial position and results of operations of Iron Mountain Europe Limited 
(“IME”), our European subsidiary, are consolidated for the appropriate periods based on its fiscal year 
ended October 31. All significant intercompany account balances have been eliminated or presented to 
reflect the underlying economics of the transactions. 


b. Use of Estimates 


The preparation of financial statements in conformity with accounting principles generally accepted in 
the United States of America requires us to make estimates, judgments and assumptions that affect the 
reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets 
and liabilities at the date of the financial statements and for the period then ended. On an on-going basis, 
we evaluate the estimates used, including those related to accounting for acquisitions, allowance for 
doubtful accounts and credit memos, impairments of tangible and intangible assets, income taxes, 
stock-based compensation and self-insured liabilities. We base our estimates on historical experience, 
actuarial estimates, current conditions and various other assumptions that we believe to be reasonable 
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2. Summary of Significant Accounting Policies (Continued) 


under the circumstances. These estimates form the basis for making judgments about the carrying values of 
assets and liabilities and are not readily apparent from other sources. Actual results may differ from these 
estimates. 


c. Cash and Cash Equivalents 


Cash and cash equivalents include cash on hand and cash invested in short-term securities which have 
remaining maturities at the date of purchase of less than 90 days. Cash and cash equivalents are carried at 
cost, which approximates fair value. 


d. Foreign Currency 


Local currencies are considered the functional currencies for our operations outside the 
United States, with the exception of certain foreign holding companies, whose functional currency is the 
USS. dollar. All assets and liabilities are translated at period-end exchange rates, and revenues and 
expenses are translated at average exchange rates for the applicable period, in accordance with Statement 
of Financial Accounting Standards (“SFAS”) No. 52, “Foreign Currency Translation.” Resulting 
translation adjustments are reflected in the accumulated other comprehensive items component of 
stockholders’ equity. The gain or loss on foreign currency transactions, calculated as the difference 
between the historical exchange rate and the exchange rate at the applicable measurement date, including 
those related to (a) U.S. dollar denominated 8% senior notes of our Canadian subsidiary (the 
“Subsidiary notes”), which were fully redeemed as of March 31, 2004, (b) our 74% GBP Senior 
Subordinated Notes due 2014, (c) the borrowings in certain foreign currencies under our revolving credit 
agreements, and (d) certain foreign currency denominated intercompany obligations of our foreign 
subsidiaries to us and between our foreign subsidiaries, are included in other (income) expense, net, on our 
consolidated statements of operations. The total of such net gain amounted to $8,915, a net loss of $7,201 
and a net gain of $12,534 for the years ended December 31, 2004, 2005 and 2006, respectively. 


e. Derivative Instruments and Hedging Activities 


SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities,” requires that every 
derivative instrument be recorded in the balance sheet as either an asset or a liability measured at its fair 
value. Periodically, we acquire derivative instruments that are intended to hedge either cash flows or values 
which are subject to foreign exchange or other market price risk, and not for trading purposes. We have 
formally documented our hedging relationships, including identification of the hedging instruments and 
the hedged items, as well as our risk management objectives and strategies for undertaking each hedge 
transaction. Given the recurring nature of our revenues and the long term nature of our asset base, we 
have the ability and the preference to use long term, fixed interest rate debt to finance our business, 
thereby preserving our long term returns on invested capital. We target a range 80% to 85% of our debt 
portfolio to be fixed with respect to interest rates. Occasionally, we will use floating to fixed interest rate 
swaps as a tool to maintain our targeted level of fixed rate debt. In addition, we will use borrowings in 
foreign currencies, either obtained in the U.S. or by our foreign subsidiaries, to naturally hedge foreign 
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2. Summary of Significant Accounting Policies (Continued) 


currency risk associated with our international investments. Sometimes we enter into currency swaps to 
temporarily hedge an overseas investment, such as a major acquisition, while we arrange permanent 
financing or to hedge our exposures related to foreign currency exchange movements related to our 
intercompany accounts with and between our foreign subsidiaries. 


f. Property, Plant and Equipment 


Property, plant and equipment are stated at cost and depreciated using the straight-line method with 
the following useful lives: 


BUI Gin GS: 65 cetisct cect cceccen ng uay seb de tae yeas see 40 to 50 years 

Leasehold improvements.................... 8 to 10 years or the life of the lease, 
whichever is shorter 

Racking sit cece ae tan pes eee Se Sees a6 § 5 to 20 years 

Warehouse equipment...................00. 3 to 9 years 

VCHICIES? sechisss ies etd ae ots nee hla, ab aS esa wale 5 to 10 years 

Furniture and fixtures...................00., 2 to 10 years 

Computer hardware and software ............ 3 to 5 years 


Property, plant and equipment, at cost, consist of the following: 


December 31, 

5 
Land and buildings ............. 0... eee eee eee eee eee $ 846,171 $ 931,784 
Leasehold improvements............... 00... cece eee 208,693 240,341 
Rachim oss enn ee Sie oh hos VE ESOS BTS Get eS 809,899 944,299 
Warehouse equipment/vehicles.....................000. 146,593 162,735 
Furniture and fixtures. ....... 0... cece ee eens 58,184 60,047 
Computer hardware and software ...................00.- 381,024 449,713 
Construction in progress ....... 0.00... cece cece eee 106,316 177,076 


$2,556,880 $2,965,995 


Minor maintenance costs are expensed as incurred. Major improvements which extend the life, 
increase the capacity or improve the safety or the efficiency of property owned are capitalized. Major 
improvements to leased buildings are capitalized as leasehold improvements and depreciated. 


We develop various software applications for internal use. Payroll and related costs for employees 
who are directly associated with, and who devote time to, the development of internal use computer 
software projects (to the extent of the time spent directly on the project) are capitalized in accordance with 
Statement of Position 98-1, “Accounting for the Costs of Computer Software Developed or Obtained for 
Internal Use” (“SOP 98-1”). Capitalization begins when the design stage of the application has been 
completed and it is probable that the project will be completed and used to perform the function intended. 
Capitalized software costs are depreciated over the estimated useful life of the software beginning when 
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the software is placed in service. During the year ended December 31, 2006, we wrote-off $6,329 of 
previously deferred costs, primarily internal labor costs, associated with internal use software development 
projects that were discontinued, and such costs are included as a component of selling, general and 
administrative expenses in the accompanying consolidated statement of operations. 


In March 2005, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation 
No. 47, “Accounting for Conditional Asset Retirement Obligations” (“FIN 47”), an interpretation of 
SFAS No. 143, “Accounting for Asset Retirement Obligations” (“SFAS No. 143”). FIN 47 clarifies that 
conditional asset retirement obligations meet the definition of liabilities and should be recognized when 
incurred if their fair values can be reasonably estimated. Uncertainty surrounding the timing and method 
of settlement that may be conditional on events occurring in the future are factored into the measurement 
of the liability rather than the existence of the liability. SFAS No. 143 established accounting and reporting 
standards for obligations associated with the retirement of tangible long-lived assets legally required by 
law, regulatory rule or contractual agreement and the associated asset retirement costs. SFAS No. 143 
requires entities to record the fair value of a liability for an asset retirement obligation in the period in 
which it is incurred. When the liability is initially recorded, the entity capitalizes the cost by increasing the 
carrying amount of the related long-lived asset, which is then depreciated over the useful life of the related 
asset. The liability is increased over time through income such that the liability will equate to the future 
cost to retire the long-lived asset at the expected retirement date. Upon settlement of the liability, an entity 
either settles the obligation for its recorded amount or incurs a gain or loss upon settlement. Our 
obligations are primarily the result of requirements under our facility lease agreements which generally 
have “return to original condition” clauses which would require us to remove or restore items such as 
shred pits, vaults, demising walls and office build-outs, among others. As of December 31, 2005, we have 
recognized the cumulative effect of initially applying FIN 47 as a cumulative effect of change in accounting 
principle as prescribed in FIN 47. The impact of adopting FIN 47 as of December 31, 2005 was a gross 
charge of $4,422 ($2,751, net of tax), an increase in property, plant and equipment, net of $1,889 and 
long-term liabilities of $6,311. The significant assumptions used in estimating our aggregate asset 
retirement obligation are the timing of removals, estimated cost and associated expected inflation rates 
that are consistent with historical rates and credit-adjusted risk-free rates that approximate our 
incremental borrowing rate. 


A reconciliation of liabilities for asset retirement obligations is as follows: 


2006 
Asset Retirement Obligations, beginning of the year...................00. $6,311 
Liabilities Inctrred ies coy cies NG OPEL SRS RSES RSS ASTER e ERS 537 
Teiabilities, SCtth edie 2.5.5.2 cssenasd- ere orra ia, dideaterb drew bi douia, hugs idea, brane Bieta, asda (410) 
ACCretION EXpenseseicsis eos ea Sete Death Gute te dage Ge tede Gok inset dens 636 
Asset Retirement Obligations, end of the year ....................0..000. $7,074 


Had we applied the provisions of FIN 47 as of January 1, 2004, the pro forma impacts on net income 
and basic and diluted earnings per common share would not be material for 2004 and 2005. 
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2. Summary of Significant Accounting Policies (Continued) 
g. Goodwill and Other Intangible Assets 


We apply the provisions of SFAS No. 142, “Goodwill and Other Intangible Assets.” Under 
SFAS No. 142, goodwill and intangible assets with indefinite lives are not amortized but are reviewed 
annually for impairment or more frequently if impairment indicators arise. Separable intangible assets that 
are not deemed to have indefinite lives are amortized over their useful lives. 


We have selected October 1 as our annual goodwill impairment review date. We performed our 
annual goodwill impairment review as of October 1, 2004, 2005 and 2006 and noted no impairment of 
goodwill. In making this assessment, we rely on a number of factors including operating results, business 
plans, economic projections, anticipated future cash flows, transactions and market place data. There are 
inherent uncertainties related to these factors and our judgment in applying them to the analysis of 
goodwill impairment. As of December 31, 2006, no factors were identified that would alter this assessment. 
Our reporting units at which level we performed our goodwill impairment analysis as of October 1, 2006 
were as follows: North America excluding Fulfillment, Fulfillment, U.K., Continental Europe, Worldwide 
Digital Business excluding Iron Mountain Intellectual Property Management, Inc. (“IPM”), IPM, 

South America, Mexico and Asia Pacific. When changes occur in the composition of one or more reporting 
units, the goodwill is reassigned to the reporting units affected based on their relative fair value. 


Goodwill valuations have been calculated using an income approach based on the present value of 
future cash flows of each reporting unit. This approach incorporates many assumptions including future 
growth rates, discount factors, expected capital expenditures and income tax cash flows. Changes in 
economic and operating conditions impacting these assumptions could result in goodwill impairments in 
future periods. 
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2. Summary of Significant Accounting Policies (Continued) 


The changes in the carrying value of goodwill attributable to each reportable operating segment for 
the years ended December 31, 2005 and 2006 is as follows: 


North 

American International Worldwide 

Physical Physical Digital Total 

Business Business Business Consolidated 
Balance as of December 31, 2004 .................. $1,503,224 $424,373 $112,620 $2,040,217 
Deductible goodwill acquired during the year ...... 17,260 10,878 — 28,138 
Non-deductible goodwill acquired during the year .. 15,871 47,209 22,298 85,378 
Adjustments to purchase reserves................. (328) (854) 308 (874) 
Fair value adjustments ...................020000- 822 (1,951) (1,427) (2,556) 
Currency effects and other Adjustments(1)......... 6,188 (15,913) (1,937) (11,662) 
Balance as of December 31, 2005 ................. 1,543,037 463,742 131,862 2,138,641 
Deductible goodwill acquired during the year ...... 5,581 1,726 — 7,307 
Non-deductible goodwill acquired during the year .. 3,215 5,877 — 9,092 
Adjustments to purchase reserves................. (369) (2,414) (91) (2,874) 
Fair value adjustments ................ ee cece e eee (7,514) (15,842) (2,282) (25,638) 
Currency effects and other Adjustments(1)......... (2,125) 46,178 (5,452) 38,601 
Balance as of December 31, 2006 .................. $1,541,825 $499,267 $124,037 $2,165,129 


(1) Other adjustments include contingent payments related to acquisitions made in previous years. 


h. Long-Lived Assets 


In accordance with SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived 
Assets,” we review long-lived assets and all amortizable intangible assets for impairment whenever events 
or changes in circumstances indicate the carrying amount of such assets may not be recoverable. 
Recoverability of these assets is determined by comparing the forecasted undiscounted net cash flows of 
the operation to which the assets relate to their carrying amount. The operations are generally 
distinguished by the business segment and geographic region in which they operate. If the operation is 
determined to be unable to recover the carrying amount of its assets, then intangible assets are written 
down first, followed by the other long-lived assets of the operation, to fair value. Fair value is determined 
based on discounted cash flows or appraised values, depending upon the nature of the assets. 


Consolidated gains on disposal/writedown of property, plant and equipment, net of $681 for the year 
ended December 31, 2004, consisted primarily of a gain on the sale of a property in Florida during the 
second quarter of 2004 of approximately $1,200 offset by disposals and asset writedowns. Consolidated 
gains on disposal/writedown of property, plant and equipment, net of $3,485 for the year ended 
December 31, 2005, consisted primarily of a gain on the sale of a facility in the U.K. during the fourth 
quarter of 2005 of approximately $4,500 offset by software asset writedowns. Consolidated gains on 
disposal/writedown of property, plant and equipment, net of $9,560 in the year ended December 31, 2006 
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consisted primarily of a gain on the sale of a facility in the U.K. in the fourth quarter of 2006 of 
approximately $10,499 offset by disposals and asset writedowns. 


i. Customer Relationships and Acquisition Costs and Other Intangible Assets 


Costs related to the acquisition of large volume accounts, net of revenues received for the initial 
transfer of the records, are capitalized. Costs incurred to transport the boxes to one of our facilities, which 
includes labor and transportation charges, are amortized over periods ranging from five to 30 years 
(weighted average of 27 years at December 31, 2006) and are included in depreciation and amortization in 
the accompanying consolidated statements of operations. Payments to a customer’s current records 
management vendor or direct payments to a customer are amortized over approximately 5 years to the 
storage and service revenue line items in the accompanying consolidated statements of operations. If the 
customer terminates its relationship with us, the unamortized cost is charged to expense or revenue. 
However, in the event of such termination, we generally collect, and record as income, permanent removal 
fees that generally equal or exceed the amount of the unamortized costs. Customer relationship intangible 
assets acquired through business combinations, which represents the majority of the balance, are 
amortized over periods ranging from six to 30 years (weighted average of 19 years at December 31, 2006). 
Amounts allocated in purchase accounting to customer relationship intangible assets are calculated based 
upon estimates of their fair value. As of December 31, 2005 and 2006, the gross carrying amount of 
customer relationships and acquisition costs was $264,728 and $339,591, respectively, and accumulated 
amortization of those costs was $35,722 and $56,835, respectively. For the years ended December 31, 2004, 
2005 and 2006, amortization expense was $10,044, $12,910 and $16,292, respectively, included in 
depreciation and amortization in the accompanying consolidated statements of operations. For the year 
ended December 31, 2006, the charge to revenues associated with large volume accounts was $3,681, which 
represents the level anticipated over the next 5 years. 


Other intangible assets, including noncompetition agreements, acquired core technology and 
trademarks, are capitalized and amortized over a weighted average period of eight years. As of 
December 31, 2005 and 2006, the gross carrying amount of other intangible assets was $30,094 and $32,985, 
respectively, and accumulated amortization of those costs was $5,082 and $9,521, respectively, included in 
other in other assets in the accompanying consolidated balance sheets. For the years ended December 31, 
2004, 2005 and 2006, amortization expense was $1,638, $3,314 and $4,336, respectively, included in 
depreciation and amortization in the accompanying consolidated statements of operations. 


Estimated amortization expense for existing intangible assets (excluding deferred financing costs 
which are amortized through interest expense) for the next five succeeding fiscal years is as follows: 


Estimated Amortization Expense 


SOc st5.04. 24 584.08 dp cece Akan tiad AMA aa AMAL ant ialdat $18,779 
DOS hacer Ritalin him Goaatiin dead ade era 18,624 
D0: 1 ni i8 sie bute St baa® ateetawatsreaorerereeee 18,600 
11S eae eC aT eT EAS OT PET Dene TA 18,036 
Di Dele sseslotee tv cteacc th dciet acdc qeceebpocceg Wencber nin tec potter ast eee 16,105 
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2. Summary of Significant Accounting Policies (Continued) 
j. Deferred Financing Costs 


Deferred financing costs are amortized over the life of the related debt using the effective interest rate 
method. If debt is retired early, the related unamortized deferred financing costs are written off in the 
period the debt is retired to other (income) expense, net. As of December 31, 2005 and 2006, gross 
carrying amount of deferred financing costs was $46,697 and $50,775, respectively, and accumulated 
amortization of those costs was $15,091 and $20,980, respectively, and was recorded in other assets, net in 
the accompanying consolidated balance sheet. 


k. Accrued Expenses 


Accrued expenses consist of the following: 


December 31, 
2005 2006 
INtETESE: tecolatced i ool od Chae Bs SUES BE SS $ 49,800 $ 56,971 
Payroll and vacation ............ 0. cece eee eee eee eee 42,456 48,946 
Derivative liability............... 0... cece cece eee 2,359 1,336 
Restructuring costs (see Note 6).......... 0... eee eee eee eee 5,541 2,821 
Incentive compensation ............. cece eee eee eee ee 32,364 34,773 
ONE Rese 3 sede Ho eh settee ei oi tha nada ah teeta dete 134,200 122,086 


$266,720 $266,933 


l. Revenues 


Our revenues consist of storage revenues as well as service and storage material sales revenues. 
Storage revenues consist of periodic charges related to the storage of materials or data (generally on a 
per unit or per cubic foot of records basis). Service and storage material sales revenues are comprised of 
charges for related service activities and courier operations and the sale of software licenses and storage 
materials. Included in service and storage materials sales are related core service revenues arising from: 
(a) the handling of records including the addition of new records, temporary removal of records from 
storage, refiling of removed records, destruction of records, and permanent withdrawls from storage; 

(b) courier operations, consisting primarily of the pickup and delivery of records upon customer request; 
(c) secure shredding of sensitive documents; and (d) other recurring services including maintenance and 
support contracts. Our complementary services revenues arise from special project work, including data 
restoration, providing fulfillment services, consulting services and product sales, including software 
licenses, specially designed storage containers, magnetic media including computer tapes and related 
supplies. 


We recognize revenue when the following criteria are met: persuasive evidence of an arrangement 
exists, services have been rendered, the sales price is fixed or determinable, and collectability of the 
resulting receivable is reasonably assured. Storage and service revenues are recognized in the month the 
respective storage or service is provided and customers are generally billed on a monthly basis on 
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contractually agreed-upon terms. Amounts related to future storage or prepaid service contracts, including 
maintenance and support contracts, for customers where storage fees or services are billed in advance are 
accounted for as deferred revenue and recognized ratably over the applicable storage or service period or 
when the service is performed. Storage material sales are recognized when shipped to the customer and 
include software license sales (less than 1% of consolidated revenues in 2006). Sales of software licenses to 
distributors are recognized at the time a distributor reports that the software has been licensed to an end- 
user and all revenue recognition criteria have been satisfied. 


m. Rent Normalization 


We have entered into various leases for buildings. Certain leases have fixed escalation clauses or other 
features which require normalization of the rental expense over the life of the lease resulting in deferred 
rent being reflected in the accompanying consolidated balance sheets. In addition, we have assumed 
various above and below market leases in connection with certain of our acquisitions. The difference 
between the present value of these lease obligations and the market rate at the date of the acquisition was 
recorded as a deferred rent liability or other long-term asset and is being amortized over the remaining 
lives of the respective leases. 


n. Stock-Based Compensation 


In December 2004, the FASB issued SFAS No. 123R, “Share-Based Payment.” SFAS No. 123R is a 
revision of SFAS No. 123 and supersedes Accounting Principles Board Opinion No. 25, “Accounting for 
Stock Issued to Employees” (“APB No. 25”). We adopted the measurement provisions of SFAS No. 123, 
“Accounting for Stock-Based Compensation,” as amended by SFAS No. 148, “Accounting for Stock-Based 
Compensation—Transition and Disclosure” in our financial statements beginning January 1, 2003 using 
the prospective method. The prospective method involves recognizing expense for the fair value for all 
awards granted or modified in the year of adoption and thereafter with no expense recognition for 
previous awards. We have applied the fair value recognition provisions to all stock based awards granted, 
modified or settled on or after January 1, 2003. 


We adopted SFAS No. 123R effective January 1, 2006 using the modified prospective method, as 
permitted under SFAS No. 123R. We record stock-based compensation expense, utilizing the straight-line 
method, for the cost of stock options, restricted stock and shares issued under the employee stock purchase 
plan (together, “Employee Stock-Based Awards”) based on the requirements of SFAS No. 123R beginning 
January 1, 2006. 


Stock-based compensation expense, included in the accompanying consolidated statements of 
operations, for the years ended December 31, 2004, 2005 and 2006 was $3,857 ($3,567 after tax or 
$0.02 per basic and diluted share), $6,189 ($4,757 after tax or $0.02 per basic and diluted share) and 
$12,387 ($9,188 after tax or $0.05 per basic and diluted share), respectively, for Employee Stock-Based 
Awards. For the year ended December 31, 2006, the incremental stock-based compensation expense due to 
the adoption of SFAS No. 123R caused income before provision for income taxes and minority interest to 
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decrease by $894, and net income to decrease by $539, and had no impact on basic and diluted earnings 
per share. 


SFAS No. 123R also requires that the benefits associated with the tax deductions in excess of 
recognized compensation cost be reported as a financing cash flow, rather than as an operating cash flow 
as required under APB No. 25. This requirement reduces reported operating cash flows and increases 
reported financing cash flows. As a result, net financing cash flows included $4,387 for the year ended 
December 31, 2006, from the benefits of tax deductions in excess of recognized compensation cost. Under 
prior accounting rules, this amount would have been included in net operating cash flows. We used the 
short form method to calculate the Additional Paid-in Capital (““APIC”) pool, the tax benefit of any 
resulting excess tax deduction should increase the APIC pool; any resulting tax deficiency should be 
deducted from the APIC pool. 


The following table details the effect on net income and earnings per share had stock-based 
compensation expense for the Employee Stock-Based Awards been recorded based on SFAS No. 123R. 
The reported and pro forma net income and earnings per share for the year ended December 31, 2006 in 
the table below are the same since stock-based compensation expense is calculated under the provisions of 
SFAS No. 123R. These amounts for the year ended December 31, 2006 are included in the table below 
only to provide the detail for a comparative presentation to the same periods of 2004 and 2005. 


Year Ended December 31, 
2004 2005 2006 

Net income, as reported .......... 0. cece cece neee ee e een nees $94,191 $111,099 $128,863 
Add: Stock-based employee compensation expense included in 

reported net income, net of tax benefit ....................-.000. 3,567 4,757 9,188 
Deduct: Total stock-based employee compensation expense 

determined under fair value based method for all awards, net of tax 

DENCH Lis Arist cata shats aed saya dae 33 Rtas hea ae BO We Ph ee BSNS ee Vee (5,432) (5,965) (9,188) 
Netincome, proforma: t.)2-3¢-0: Fide Mee eens aaa ae ening es $92,326 $109,891 $128,863 
Earnings per share: 

Basic—as reported s 25 5c3: ctu Sk dead 5 Sala Ee DRG A alae aA ee wes $ 049 $ 057 $ 0.65 

Basic pro forma wisiic cecidetentaciie nes Wie aa te sade Bawa. 0.48 0.56 0.65 

Diluted—as reported. ...... 0... ec eee ce eee eens 0.48 0.56 0.64 

Diluted—pro forma......... eee eee eee teens 0.47 0.55 0.64 
Stock Options 


Under our various stock option plans, options were granted with exercise prices equal to the market 
price of the stock at the date of grant. The majority of our options become exercisable ratably over a 
period of five years and generally have a contractual life of 10 years, unless the holder’s employment is 
terminated. Our Directors are considered employees under the provisions of SFAS No. 123R. 
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A total of 29,112,685 shares of common stock have been reserved for grants of options and other 
rights under our various stock incentive plans. The number of shares available for grant at December 31, 
2006 was 7,301,608. 


The weighted average fair value of options granted in 2004, 2005 and 2006 was $8.58, $11.85 and 
$14.84 per share, respectively. The values were estimated on the date of grant using the Black-Scholes 
option pricing model. The following table summarizes the weighted average assumptions used for grants in 
the year ended December 31: 


Weighted Average Assumption 2004 2005 2006 
Expected volatility...................00. 24.8% 26.5%(1) 24.2%(1) 
Risk-free interest rate...............000. 3.41% 4.12% 4.66% 
Expected dividend yield................. None None None 
Expected life of the option............... 5.0 years 6.6 years 6.6 years 


(1) Calculated utilizing daily historical volatility over a period that equates to the expected life of the 
option. 


Expected volatility was calculated utilizing daily historical volatility over a period that equates to the 
expected life of the option. The risk-free interest rate was based on the U.S. Treasury interest rates whose 
term is consistent with the expected life of the stock options. Expected dividend yield was not considered in 
the option pricing model since we do not pay dividends and have no current plans to do so in the future. 
The expected life (estimated period of time outstanding) of the stock options granted was estimated using 
the historical exercise behavior of employees. 


A summary of option activity for the year ended December 31, 2006 is as follows: 


Weighted 
Weighted Average 
Average Remaining Aggregate 
Exercise Contractual Intrinsic 
Options Price Term Value 
Outstanding at December 31, 2005...............-06- 8,242,911 $14.94 
Granted 2.682644 acawediacsadasaastaad ta aeae ews 1,315,916 26.88 
BXGICISC is wcaecnesctasitaisarinin toe Snes heh oese de (1,096,729) 10.60 
BOMSICd yontuc ud Gum ne as Rion Denne oh Cuan don ts (394,771) 20.28 
Outstanding at December 31, 2006...............-645 8,067,327 $17.21 64 $83,498 
Options exercisable at December 31, 2006 ............ 3,979,349 $12.06 4.5 $61,680 


The aggregate intrinsic value of stock options exercised for the years ended December 31, 2004, 2005 
and 2006 was approximately $23,090, $31,539 and $18,271, respectively. The aggregate fair value of stock 
options vested for the years ended December 31, 2004, 2005 and 2006 was approximately $5,386, $4,717 
and $7,487, respectively. 
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Restricted Stock 


Under our various stock option plans, we may also issue grants of restricted stock. We granted 
restricted stock in July 2005 which had a 3-year vesting period. The fair value of restricted stock is the 
excess of the market price of our common stock at the date of grant over the exercise price, which is zero. 
Included in our stock-based compensation expense for the years ended December 31, 2005 and 2006 is a 
portion of the cost related to restricted stock granted in July 2005. We did not grant restricted stock in 
2004 and 2006. 


A summary of restricted stock activity for the year ended December 31, 2006 is as follows: 


Weighted- 
Average 

Restricted Grant-Date 

Stock Fair Value 
Non-vested at December 31, 2005 .......... 0... cece eee 96,962 $20.63 
GATED 5.3. sess oreo betes oa tace, wre SO edd eM ee al Ee otk i te — — 
WeeSLE Cia ehtecick tains ta Mescedta nce eK Saabs An saw Sons hes (39,159) 20.63 
Forteite ds Jose B26 sce ok chi Seeking Gk VE Ve EO RS — — 
Non-vested at December 31, 2006 .......... 0... cece eee ee 57,803 $20.63 


The total fair value of shares vested for the years ended December 31, 2005 and 2006 was $0 and 
$1,003, respectively. 


Employee Stock Purchase Plan 


We offer an employee stock purchase plan in which participation is available to substantially all U.S. 
and Canadian employees who meet certain service eligibility requirements (the “ESPP”). The ESPP 
provides a way for our eligible employees to become stockholders on favorable terms. The ESPP provides 
for the purchase of our common stock by eligible employees through successive offering periods. We 
generally have two 6-month offering periods, the first of which begins June 1 and ends November 30 and 
the second begins December 1 and ends May 31. During each offering period, participating employees 
accumulate after-tax payroll contributions, up to a maximum of 15% of their compensation, to pay the 
exercise price of their options. Participating employees may withdraw from an offering period before the 
purchase date and obtain a refund of the amounts withheld as payroll deductions. At the end of the 
offering period, outstanding options are exercised, and each employee’s accumulated contributions are 
used to purchase our common stock. The price for shares purchased under the ESPP is 85% of the fair 
market price at either the beginning or the end of the offering period, whichever is lower. The ESPP was 
amended and approved by our stockholders on May 26, 2005 to increase the number of shares from 
1,687,500 to 3,487,500. For the years ended December 31, 2004, 2005 and 2006, there were 522,480, 
579,173 and 535,826 shares, respectively, purchased under the ESPP. The number of shares available for 
purchase at December 31, 2006 was 1,650,413. Beginning with the December 1, 2006 ESPP offering period, 
the price for shares purchased under the ESPP will be changed to 95% of the fair market price at the end 
of the offering period without a look back feature. As a result, we no longer need to recognize 
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compensation cost for our ESPP shares purchased beginning with the December 1, 2006 offering period 
and will, therefore, no longer have disclosure relative to our weighted average assumptions associated with 
determining the fair value stock option expense in our consolidated financial statements on a prospective 
basis relative to new offering periods. 


The fair value of the ESPP offerings is estimated on the date of grant using a Black-Scholes option 
valuation model that uses the assumptions noted in the following table for the respective periods. Expected 
volatility was calculated utilizing daily historical volatility over a period that equates to the expected life of 
the option. The risk-free interest rate was based on the U.S. Treasury yield curve in effect at the time of 
grant. The expected life equates to the 6-month offering period over which employees accumulate payroll 
deductions to purchase our common stock. Expected dividend yield was not considered in the option 
pricing model since we do not pay dividends and have no current plans to do so in the future. 


December 2003 May 2004 December 2004 May 2005 December 2005 May 2006 


Weighted Average Assumption Offering Offering Offering Offering Offering Offering 
Expected volatility.............. 26.5% 24.5% 24.0% 27.5% 26.6% 20.1% 
Risk-free interest rate........... 2.85% 3.36% 3.41% 3.96% 4.04% 4.75% 
Expected dividend yield.......... None None None None None None 
Expected life of the option........ 6 months 6 months 6 months 6 months 6 months 6 months 


The weighted average fair value for the ESPP options was $7.68, $9.00, $6.07, $6.02, $8.70 and $7.20 
for the December 2003, May 2004, December 2004, May 2005, December 2005 and May 2006 offerings, 
respectively. 


As of December 31, 2006, unrecognized compensation cost related to the unvested portion of our 
Employee Stock-Based Awards was $28,983 and is expected to be recognized over a weighted-average 
period of 3.7 years. 


We generally issue shares for the exercises of stock options, issuance of restricted stock and issuance 
of shares under our ESPP from unissued reserved shares. 


o. Income Taxes 


We account for income taxes in accordance with SFAS No. 109, “Accounting for Income Taxes” 
(“SFAS No. 109”), which requires the recognition of deferred tax assets and liabilities for the expected 
future tax consequences of temporary differences between the tax and financial reporting basis of assets 
and liabilities and for loss and credit carryforwards. Valuation allowances are provided when recovery of 
deferred tax assets is not considered more likely than not. 


p. Income Per Share—Basic and Diluted 


In accordance with SFAS No. 128, “Earnings per Share,” basic net income per common share is 
calculated by dividing net income by the weighted average number of common shares outstanding. The 
calculation of diluted net income per share is consistent with that of basic net income per share but gives 
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2. Summary of Significant Accounting Policies (Continued) 


substantially attributable to stock options, included in the calculation of diluted net income per share 
totaled 3,139,247, 2,116,623 and 2,347,203 shares for the years ended December 31, 2004, 2005 and 2006, 
respectively. Potential common shares of 136,568, 961,407 and 725,398 for the years ended December 31, 
2004, 2005 and 2006, respectively, have been excluded from the calculation of diluted net income per 
share, as their effects are antidilutive. 


q. New Accounting Pronouncements 


In July 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income 
Taxes” (“FIN 48”), an interpretation of SFAS No. 109. FIN 48 clarifies the accounting for uncertainty in 
income taxes recognized in a company’s financial statements in accordance with SFAS No. 109. FIN 48 
also prescribes a recognition threshold and measurement attribute for the financial statement recognition 
and measurement of a tax position taken or expected to be taken in a tax return. 


The evaluation of a tax position in accordance with FIN 48 is a two-step process. The first step is a 
recognition process whereby the company determines whether it is more likely than not that a tax position 
will be sustained upon examination, including resolution of any related appeals or litigation processes, 
based on the technical merits of the position. The second step is a measurement process whereby a tax 
position that meets the more likely than not recognition threshold is calculated to determine the amount of 
benefit to recognize in the financial statements. The tax position is measured at the largest amount of 
benefit that is greater than 50% likely of being realized upon ultimate settlement. 


The provisions of FIN 48 are effective January 1, 2007. The provisions of FIN 48 are to be applied to 
all tax positions upon initial adoption of this standard. Only tax positions that meet the more likely than 
not recognition threshold at the effective date may be recognized or continue to be recognized upon 
adoption of FIN 48. The cumulative effect of applying the provisions of FIN 48 should be reported as an 
adjustment to the opening balance of retained earnings for that fiscal year. We are in the process of 
evaluating the effect of FIN 48 on our consolidated results of operations and financial position. 


In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (“SFAS No. 157”). 
SFAS No. 157 defines fair value, establishes a framework for measuring fair value in accordance with 
generally accepted accounting principles in the United States and expands disclosures about fair value 
measurements. SFAS No. 157 applies under other accounting pronouncements that require or permit fair 
value measurements, and is effective for financial statements issued for fiscal years beginning after 
November 15, 2007 and interim periods within those fiscal years. We do not expect the adoption of 
SFAS No. 157 to have a material impact on our financial position or results of operations. 
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In September 2006, the Securities and Exchange Commission issued Staff Accounting Bulletin 
No. 108 (“SAB 108”), “Considering the Effects of Prior Year Misstatements When Quantifying 
Misstatements in Current Year Financial Statements,” which provides interpretive guidance on how the 
effects of the carryover or reversal of prior year misstatements should be considered in quantifying a 
current year misstatement. SAB 108 is effective for fiscal years ending after November 15, 2006. We have 
completed our analysis related to the implementation of SAB 108 and have concluded it has no effect on 
our consolidated financial statements. 


In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and 
Financial Liabilities-Including an amendment of FASB Statement No. 115” (“SFAS No. 159”). SFAS 
No. 159 permits entities to choose to measure many financial instruments and certain other items at fair 
value. SFAS No. 159 is effective for fiscal years beginning after November 15, 2007. We are in the process 
of evaluating the effect of SFAS No. 159 on our consolidated results of operations and financial position. 


r. Rollforward of Allowance for Doubtful Accounts and Credit Memo Reserves 


Balance at Balance at 
Beginning of the Chargedto Charged to Other End of 
Year Ended December 31, Year Revenue Expense Additions(1) Deductions(2) the Year 
WE cnsanasdans antes, $20,922 $17,858  $(4,569) $4,397 $(24,722) $13,886 
QO0D aos eno hauke 13,886 21,124 4,402 67 (24,957) 14,522 
2006: secgeeks ike ied 14,522 23,147 2,836 596 (25,944) 15,157 


(1) Primarily consists of recoveries of previously written-off accounts receivable, allowances of businesses 
acquired and the impact associated with currency translation adjustments. 


(2) Primarily consists of the write-off of accounts receivable and adjustments to allowances of 
businesses acquired. 
s. Accumulated Other Comprehensive Items, Net 


Accumulated other comprehensive items, net consists of the following: 


December 31, 
2005 2006 
Foreign currency translation adjustments................... $18,259 $32,918 
Market value adjustments for hedging contracts, net of tax.... (213) (170) 
Market value adjustments for securities, net of tax........... 638 1,046 


$18,684 $33,794 
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2. Summary of Significant Accounting Policies (Continued) 
t. Concentrations of Credit Risk 


Financial instruments that potentially subject us to concentrations of credit risk consist principally of 
temporary cash investments and accounts receivable. We have no significant concentrations of credit risk 
as of December 31, 2006. 


u. Available-for-sale Securities 


We have one trust that holds marketable securities. Marketable securities are classified as 
available-for-sale, as defined by SFAS No. 115, “Accounting for Certain Investments and Debt and Equity 
Securities.” As of December 31, 2005 and 2006, the fair value of the money market and mutual funds 
included in this trust amounted to $5,917 and $7,414, respectively, included in prepaid expenses and other 
in the accompanying consolidated balance sheets. Included in other (income) expense, net in the 
accompanying consolidated statements of operations were net realized gains of $208, $127 and $336 for the 
years ended December 31, 2004, 2005 and 2006, respectively. Unrealized gains and losses are reported as a 
component of accumulated other comprehensive items, net in the accompanying consolidated statement of 
stockholder’s equity. 


3. Derivative Instruments and Hedging Activities 


We previously entered into two interest rate swap agreements, which were derivatives as defined by 
SFAS No. 133 and designated as cash flow hedges. These swap agreements hedge interest rate risk on 
certain amounts of our term loan. Both of these swap agreements expired in the first quarter of 2006. As a 
result of the foregoing, for the years ended December 31, 2004, 2005 and 2006, we recorded additional 
interest expense of $8,460, $3,952 and $127 resulting from interest rate swap payments. We entered into a 
third interest rate swap agreement, which was designated as a cash flow hedge. This swap agreement 
hedged interest rate risk on certain amounts of our variable operating lease commitments. This swap 
expired in March 2005. The total impact of marking to market the fair market value of the derivative 
liability and cash payments associated with this interest rate swap agreement resulted in our recording 
additional interest expense of $1,246 and interest income of $6 for the years ended December 31, 2004 and 
2005, respectively. 


In connection with certain real estate loans, we swapped $97,000 of floating rate debt to fixed rate 
debt. Since the time we entered into the swap agreement, interest rates have fallen. As a result, the 
estimated cost to terminate these swaps (fair value of derivative liability) would be $2,458 and $760 at 
December 31, 2005 and 2006, respectively, included in the accompanying consolidated balance sheets. As a 
result of the repayment of the real estate term loans in the third quarter of 2004, we began marking to 
market the fair value of the derivative liability through earnings. The total impact of marking to market the 
fair market value of the derivative liability and cash payments associated with the interest rate swap 
agreement resulted in our recording interest expense of $11,565, interest income of $1,698 and interest 
income of $646 for the years ended December 31, 2004, 2005 and 2006, respectively. 


In July 2003, we provided the initial financing totaling 190,459 British pounds sterling to IME for all 
of the consideration associated with the acquisition of the European information management services 
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business of Hays plc (“Hays IMS”) using cash on hand and borrowings under our revolving credit facility. 
In March 2004, IME repaid 135,000 British pounds sterling with proceeds from their new credit 
agreement. We recorded a foreign currency gain of $11,866 in other (income) expense, net for this 
intercompany balance in the first quarter of 2004. In order to minimize the foreign currency risk associated 
with providing IME with the consideration necessary for the acquisition of the European operations of 
Hays IMS, we borrowed 80,000 British pounds sterling under our revolving credit facility to create a 
natural hedge. In the first quarter of 2004, these borrowings were repaid and we recorded a foreign 
currency loss of $2,995 on the translation of this revolving credit balance to U:S. dollars in other (income) 
expense, net. 


In addition, on July 16, 2003, we entered into two cross currency swaps with a combined notional value 
of 100,000 British pounds sterling. We settled these swaps in March 2004 by paying our counter parties a 
total of $27,714 representing the fair market value of the derivative and the associated swap costs, of which 
$18,978 was accrued for as of December 31, 2003. In the first quarter of 2004, we recorded a foreign 
currency loss for this swap of $8,736 in other (income) expense, net in the accompanying consolidated 
statement of operations. Upon cash payment, we received $162,800 in exchange for 100,000 British pounds 
sterling. We did not designate these swaps as hedges and, therefore, all mark to market fluctuations of the 
swaps were recorded in other (income) expense, net in our consolidated statements of operations from 
inception to cash payment of the swaps. 


In April 2004, IME entered into two floating for fixed interest rate swap contracts, each with a 
notional value of 50,000 British pounds sterling and a duration of two years, which were designated as cash 
flow hedges. These swap agreements hedged interest rate risk on IME’s 100,000 British pounds sterling 
term loan facility. Both of these swap agreements expired in the second quarter of 2006. We have 
recorded, in the accompanying consolidated balance sheet, the fair value of the derivative liability, a 
deferred tax asset and a corresponding charge to accumulated other comprehensive items of 
$207 (recorded in accrued expenses), $68 and $139, respectively, as of December 31, 2005. For the years 
ended December 31, 2004, 2005 and 2006, we recorded additional interest expense of $202, $32 and 
$184 resulting from interest rate swap cash payments. 


In June 2006, IME entered into a floating for fixed interest rate swap contract with a notional value of 
75,000 British pounds sterling, which will expire on March 2008 and was designated as a cash flow hedge. 
This swap agreement hedges interest rate risk on IME’s British pounds multi-currency term loan facility. 
The notional value of the swap will decline to 60,000 British pounds sterling in March 2007 to match the 
remaining term loan amount outstanding as of that date. We have recorded, in the accompanying 
consolidated balance sheet, the fair value of the derivative liability, a deferred tax asset and a 
corresponding charge to accumulated other comprehensive items of $364 ($273 recorded in accrued 
expenses and $91 recorded in other long-term liabilities), $109 and $255, respectively, as of December 31, 
2006. For the year ended December 31, 2006, we recorded additional interest expense of $124 resulting 
from interest rate swap cash payments. 


In September 2006, we entered into a forward contract program to exchange U.S. dollars for 55,000 in 
Australian dollars (“AUD”) and 20,200 in New Zealand dollars (“NZD”) to hedge our intercompany 


75 


IRON MOUNTAIN INCORPORATED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
DECEMBER 31, 2006 


(In thousands, except share and per share data) 


3. Derivative Instruments and Hedging Activities (Continued) 


exposure in these countries. These forward contracts settle on a monthly basis, at which time we enter into 
new forward contracts for the same underlying AUD and NZD amounts, to continue to hedge movements 
in AUD and NZD against the U.S. dollar. At the time of settlement, we either pay or receive the net 
settlement amount from the forward contract and recognize this amount in other expense (income), net in 
the accompanying statement of operations as a realized foreign exchange gain or loss. We have not 
designated these forward contracts as hedges. We recorded a realized loss of $3,179 for the year ended 
December 31, 2006. At the end of each month, we mark the outstanding forward contracts to market and 
record an unrealized foreign exchange gain or loss for the mark-to-market valuation. For the year ended 
December 31, 2006, we recorded an unrealized foreign exchange loss of $303 in other expense (income), 
net in the accompanying statement of operations. 


4. Debt 


Long-term debt consists of the following: 


December 31, 
2005 2 
IMI Revolving Credit Facility ....... 0c cece eee eens $ 216,396 $ 170,472 
IMP Terme: Loan, Facility :nciiaitcctsctcsiess eatin tains OG A ele RAR RA RR 345,500 312,000 
IME Revolving Credit Facility........... cee ee eee 84,262 77,819 
IME Term Loan Facility....... 0... cee eee eee eee 177,450 189,005 
8%4% Senior Subordinated Notes due 2011 (the “8%% notes”). ............ 149,760 71,789 
8%% Senior Subordinated Notes due 2013 (the “8% notes”). ............ 481,032 448,001 
7%% GBP Senior Subordinated Notes due 2014 (the “74% notes”)........ 258,120 293,865 
74% Senior Subordinated Notes due 2015 (the “7%4% notes”). ............ 439,506 438,594 
6%% Senior Subordinated Notes due 2016 (the “6%% notes”). ............ 315,059 315,553 
8%4% Senior Subordinated Notes due 2018 (the “84% notes”). ............ — 200,000 
8% Senior Subordinated Notes due 2018 (the “8% notes”)................ — 49,663 
6%4% Euro Senior Subordinated Notes due 2018 (the “6%4% notes”) ....... — 39,429 
Real Estate: Mortgages: < oi. nbs-csce Ve Seiad aN ahead Pea ewan ake eh 4,707 4,081 
SENET NOLES esc fesse he ead sks cetera teers WEG, Oh Matec scat Wd aod oh ae wee ele aed hae hes 9,398 8,757 
Other(1) tee it ea atienad Rien se cnawensaie setae deat dene w eae als 48,241 49,788 
Lotal Long-term Ded tise sssalsea asad chd eg, bees das 0h dp Re A Ba Oa Kee eae Oa Re a aaa eo 2,529,431 2,668,816 
Less: Current POrtion sje din Hates ad daidaes SEE aaa sale Sia sae wer aaa (25,905) (63,105) 
Long-term Debt, Net of Current Portion................ 0... c cece eee ee $2,503,526 $2,605,711 


(1) Includes capital lease obligations of $31,936 and $41,384 as of December 31, 2005 and 
2006, respectively. 


a. Revolving Credit Facility and Term Loans 


In March 2004, IME and certain of its subsidiaries entered into a credit agreement (the “IME Credit 
Agreement”) with a syndicate of European lenders. The IME Credit Agreement provides for maximum 
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borrowing availability in the principal amount of 200,000 British pounds sterling, including a 

100,000 British pounds sterling revolving credit facility (the “IME revolving credit facility”), which includes 
the ability to borrow in certain other foreign currencies and a 100,000 British pounds sterling term loan 
(the “IME term loan facility”). The IME revolving credit facility matures on March 5, 2009. The IME term 
loan facility is payable in three installments; two installments of 20,000 British pounds sterling on March 5, 
2007 and 2008, respectively, and the final payment of the remaining balance on March 5, 2009. The interest 
rate on borrowings under the IME Credit Agreement varies depending on IMEF’s choice of currency 
options and interest rate period, plus an applicable margin. The IME Credit Agreement includes various 
financial covenants applicable to the results of IME, which may restrict IMF’s ability to incur indebtedness 
under the IME Credit Agreement and from third parties, as well as limit IME’s ability to pay dividends to 
us. Most of IME’s non-dormant subsidiaries have either guaranteed the obligations or have their shares 
pledged to secure IME’s obligations under the IME Credit Agreement. We have not guaranteed or 
otherwise provided security for the IME Credit Agreement nor have any of our U.S., Canadian, Asia 
Pacific, Mexican or South American subsidiaries. Our consolidated balance sheet as of December 31, 2006 
included 77,000 British pounds sterling and 94,725 Euro of borrowings (totaling $266,824) under the 

IME Credit Agreement; we also had various outstanding letters of credit totaling 1,686 British pounds 
sterling ($3,202). The remaining availability, based on IME’s current leverage ratio which is calculated 
based on current earnings before interest, taxes, depreciation and amortization (“EBITDA”) and current 
external debt, under the IME revolving credit facility on October 31, 2006, was approximately 59,000 
British pounds sterling ($112,100). The interest rates in effect under the IME revolving credit facility 
ranged from 4.4% to 6.2% as of October 31, 2006. For the years ended December 31, 2004, 2005 and 2006, 
we recorded commitment fees of $396, $806 and $477, respectively, based on 0.9% (for 2004 and 2005) and 
0.6% (for 2006) of unused balances under the IME revolving credit facility. 


On April 2, 2004 and subsequently on July 8, 2004, we entered into a new amended and restated 
revolving credit facility and term loan facility (the “IMI Credit Agreement”) to replace our prior credit 
agreement and to reflect more favorable pricing of our term loans. The IMI Credit Agreement had an 
aggregate principal amount of $550,000 and was comprised of a $350,000 revolving credit facility (the 
“IMI revolving credit facility”), which included the ability to borrow in certain foreign currencies, and a 
$200,000 term loan facility (the “IMI term loan facility”). The IMI revolving credit facility matures on 
April 2, 2009. With respect to the IMI term loan facility, quarterly loan payments of $500 began in the 
third quarter of 2004 and will continue through maturity on April 2, 2011, at which time the remaining 
outstanding principal balance of the IMI term loan facility is due. In November 2004, we entered into an 
additional $150,000 of term loans as permitted under our IMI Credit Agreement. The new term loans will 
mature at the same time as our current IMI term loan facility with quarterly loan payments of $375 that 
began in the first quarter of 2005. On October 31, 2005, we entered into the second amendment to the 
IMI Credit Agreement, increasing availability under the revolving credit facility from $350,000 to 
$400,000. As a result, the IMI Credit Agreement had an aggregate maximum principal amount of 
$750,000 as of December 31, 2006. The interest rate on borrowings under the IMI Credit Agreement varies 
depending on our choice of interest rate and currency options, plus an applicable margin. All 
intercompany notes and the capital stock of most of our U.S. subsidiaries are pledged to secure the 
IMI Credit Agreement. As of December 31, 2005, we had $216,396 of borrowings under our IMI revolving 
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credit facility, of which $9,000 was denominated in U.S. dollars and the remaining balance was 
denominated in Canadian dollars (“CAD”) (CAD 168,328) and in AUD 86,250; we also had various 
outstanding letters of credit totaling $23,974. As of December 31, 2006, we had $170,472 of borrowings 
under our IMI revolving credit facility, of which $4,000 was denominated in U.S. dollars and the remaining 
balance was denominated in CAD 194,000; we also had various outstanding letters of credit totaling 
$26,980. The remaining availability, based on Iron Mountain’s current leverage ratio which is calculated 
based on current EBITDA and current external debt, under the IMI revolving credit facility on 

December 31, 2006, was $113,775. The interest rate in effect under the IMI revolving credit facility and 
IMI term loan facility ranged from 6.0% to 9.0% and 7.0% to 7.2%, respectively, as of December 31, 2006. 
For the years ended December 31, 2004, 2005 and 2006, we recorded commitment fees of $1,112, $846 and 
$558, respectively, based on 0.5% (for 2004 and 2005) and 0.4% (for 2006) of unused balances under the 
IMI revolving credit facility. 


The IME Credit Agreement, IMI Credit Agreement, our indentures and other agreements governing 
our indebtedness contain certain restrictive financial and operating covenants, including covenants that 
restrict our ability to complete acquisitions, pay cash dividends, incur indebtedness, make investments, sell 
assets and take certain other corporate actions. The covenants do not contain a rating trigger. Therefore, a 
change in our debt rating would not trigger a default under the IME Credit Agreement, IMI Credit 
Agreement and our indentures and other agreements governing our indebtedness. We were in compliance 
with all debt covenants in material agreements as of December 31, 2006. 


b. Notes Issued under Indentures 


As of December 31, 2006, we have eight series of senior subordinated notes issued under various 
indentures, that are obligations of the parent company, Iron Mountain Incorporated and are subordinated 
to debt outstanding under the IMI Credit Agreement: 


e $71,881 principal amount of notes maturing on July 1, 2011 and bearing interest at a rate of 844% 
per annum, payable semi-annually in arrears on January 1 and July 1; 


¢ $447,874 principal amount of notes maturing on April 1, 2013 and bearing interest at a rate of 854% 
per annum, payable semi-annually in arrears on April 1 and October 1; 


e 150,000 British pounds sterling principal amount of notes maturing on April 15, 2014 and bearing 
interest at a rate of 744% per annum, payable semi-annually in arrears on April 15 and October 15 
(these notes are listed on the Luxembourg Stock Exchange); 


¢ $431,255 principal amount of notes maturing on January 15, 2015 and bearing interest at a rate of 
74% per annum, payable semi-annually in arrears on January 15 and July 15; 


¢ $320,000 principal amount of notes maturing on January 1, 2016 and bearing interest at a rate of 
6%%% per annum, payable semi-annually in arrears on January 1 and July 1; 


e $200,000 principal amount of notes maturing on July 15, 2018 and bearing interest at a rate of 834% 
per annum, payable semi-annually in arrears on January 15 and July 15; 
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e $50,000 principal amount of notes maturing on October 15, 2018 and bearing interest at a rate of 
8% per annum, payable semi-annually in arrears on April 15 and October 15; and 


e $30,000 Euro principal amount of notes maturing on October 15, 2018 and bearing interest at a rate 
of 674% per annum, payable semi-annually in arrears on April 15 and October 15. 


The senior subordinated notes are fully and unconditionally guaranteed, on a senior subordinated 
basis, by substantially all of our direct and indirect 100% owned U.S. subsidiaries (the “Guarantors”). 
These guarantees are joint and several obligations of the Guarantors. The remainder of our subsidiaries do 
not guarantee the senior subordinated notes. 


In July 2006, we completed an underwritten public offering of $200,000 in aggregate principal amount 
of our 8%4% notes, which were issued at par. Our net proceeds of $196,608, after paying the underwriters’ 
discounts, commissions and transaction fees, were used to (a) fund our offer to purchase and consent 
solicitation of $78,119 in aggregate principal amount of our outstanding 84% notes, (b) fund our purchase 
in the open market of $33,000 in aggregate principal amount of our 8%% notes and (c) repay borrowings 
under our revolving credit facility. As a result, we recorded a charge to other expense (income), net of 
$2,779 in the third quarter of 2006 related to the early extinguishment of the 84% and 8%%% notes, which 
consists of tender premiums and transaction costs, deferred financing costs, as well as original issue 
discounts and premiums related to the 8%4% and 8%% notes. 


In October 2006, we issued, in a private placement, $50,000 in aggregate principal amount of our 
8% notes, which were issued at a price of 99.3% of par; and 30,000 Euro in aggregate principal amount of 
our 6%4% notes, which were issued at a price of 99.5% of par. Our net proceeds of $85,492, after sales 
commission, were used to repay outstanding indebtedness under the IMI term loan and IME revolving 
credit facilities. 


Each of the indentures for the notes provides that we may redeem the outstanding notes, in whole or 
in part, upon satisfaction of certain terms and conditions. In any redemption, we are also required to pay 
all accrued but unpaid interest on the outstanding notes. 
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The following table presents the various redemption dates and prices of the senior subordinated 
notes. The redemption dates reflect the date at or after which the notes may be redeemed at our option at 
a premium redemption price. After these dates, the notes may be redeemed at 100% of face value: 


8Y%% 8%% TVD TY 6%% 8%4% 8% 644% 
Redemption notes notes notes notes notes notes notes notes 
Date July 15, April1, April 15, January 15, July 1, July 15, October 15, October 15, 
2006 101.375%104.313% — — — — — — 
2007 — 102.875% — — — — — — 
2008 — 101.438% — 103.875% 103.313% — — — 
2009 — — 103.625% 102.583%  102.208% — — —_ 
2010 — — 102.417% 101.292% 101.104% — — — 
2011 — — 101.208% — — 104.375% 104.000%  103.375% 
2012 — — — — — 102.917% 102.667%  102.250% 
2013 — — — — — 101.458% 101.333%  101.125% 


Prior to April 15, 2009, the 7/% notes are redeemable at our option, in whole or in part, at a specified 
make-whole price. Prior to April 15, 2007, we may under certain conditions redeem a portion of the 7/4% 
notes with the net proceeds of one or more public equity offerings, at a redemption price of 107.25% of the 
principal amount. 


Prior to January 15, 2008, the 734% notes are redeemable at our option, in whole or in part, at a 
specified make-whole price. 


Prior to July 1, 2008, the 6%% notes are redeemable at our option, in whole or in part, at a specified 
make-whole price. 


Prior to July 15, 2011, the 8%4% notes are redeemable at our option, in whole or in part, at a specified 
make-whole price. Prior to July 15, 2009, we may under certain conditions redeem a portion of the 8%% 
notes with the net proceeds of one or more public equity offerings, at a redemption price of 108.750% of 
the principal amount. 


Prior to October 15, 2011, the 8% notes and 6%4% notes are redeemable at our option, in whole or in 
part, at a specified make-whole price. 


Each of the indentures for the notes provides that we must repurchase, at the option of the holders, 
the notes at 101% of their principal amount, plus accrued and unpaid interest, upon the occurrence of a 
“Change of Control,” which is defined in each respective indenture. Except for required repurchases upon 
the occurrence of a Change of Control or in the event of certain asset sales, each as described in the 
respective indenture, we are not required to make sinking fund or redemption payments with respect to 
any of the notes. 


Our indentures and other agreements governing our indebtedness contain certain restrictive financial 
and operating covenants including covenants that restrict our ability to complete acquisitions, pay cash 
dividends, incur indebtedness, make investments, sell assets and take certain other corporate actions. The 
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covenants do not contain a rating trigger. Therefore, a change in our debt rating would not trigger a 
default under our indentures and other agreements governing our indebtedness. As of December 31, 2006, 
we were in compliance with all debt covenants in material agreements. 


c. Real Estate Mortgages 


In connection with the purchase of real estate and acquisitions, we assumed several mortgages on real 
property. The mortgages bear interest at rates ranging from 2.8% to 8.3% and are payable in various 
installments through 2023. 


d. Seller Notes 


In connection with the merger with Pierce Leahy in 2000, we assumed debt related to certain existing 
notes as a result of acquisitions which Pierce Leahy completed in 1999. The notes bear interest at a rate of 
4.75% per year. The outstanding balance of 4,470 British pounds sterling ($8,757) on these notes at 
December 31, 2006 is due on demand through 2009 and is classified as a current portion of long-term debt. 


e. Other 


Other long-term debt includes various notes, capital leases and other obligations assumed by us as a 
result of certain acquisitions and other agreements. The outstanding balance of $49,788 on these notes at 
December 31, 2006 have a weighted average interest rate of 9.1%. 


Maturities of long-term debt, excluding (premiums) discounts, net, are as follows: 


Year Amount 
LOOT sec% testes 2iesasrse nics ase ce sede eese ASA ANSI YR LG NOt Aue Seat h a ree aitiae $ 63,105 
QOOB 2 sbi, Sa dads Use ieee BG e aes oe are ee Sashes eb be FEA aE SE RRS 50,335 
ZOO seehe aged Setter beaten dahiiea seek loy ss oe SAR aes yes el ay eNG ve Spe Seal NG Wp SSE ey NS Cae wR Ns 368,520 
QOVO ssectecsrencieestea ea diets adenosis ores acken Sheers Aa Ste AE es uti Sel Sil 5,153 
QO rst 8 geet cce Sane ce ee See GAs Wek Gis FE FS Gi EE 375,704 
Pere atten s-scieioee teins Bog in- He ld Se adil Heit vais Sod ase tdislers 1,803,590 
$2,666,407 
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We have estimated the following fair values for our long-term debt as of December 31: 


2005 2006 

Carrying Carrying 

Amount Fair Value Amount Fair Value 
IMI Revolving Credit Facility(1)..................20005 $216,396 $216,396 $170,472 $170,472 
IMI Term Loan Facility(1)............... ec eee eee eee 345,500 345,500 312,000 312,000 
IME Revolving Credit Facility(1) ...................00. 84,262 84,262 77,819 77,819 
IME Term Loan Facility(1) 0.2.0.0... .. 0... eee ee ee eee 177,450  =177,450 — 189,005 189,005 
8Y4%o NOLES(2) 0: ce iceee he kde ee cide viensae cia eed des 149,760 = 151,500 71,789 72,240 
SYe7o NOtes (2) saci vente ies cies ois bet ates niet heokias A eieta Mesate, Ais Cia 481,032 502,513 448,001 461,310 
TVAFo MOteS (2) ace. ce ssaecaece waa wate cp tann a watraes te siete 258,120 =250,376 293,865 287,988 
TAT NOES(2) fe ecle never deed ised Mgetednd denne ees 439,506 435,568 438,594 438,802 
6470 NOTES (2) sich eto eeeth ates disband ote ete a 315,059 = 299,200 = 315,553 = 305,600 
So NOES (2). .32 cnsiwctieet eects ete e ek — — 200,000 212,500 
So NOES(2). isd aid cand aden tele bg dew de aad we ede dee ht — — 49,663 50,000 
GATo NOtES(2) ooveciseeeeseeeasbadine Benes 2026 85R0 8. — — 39,429 39,609 
Real Estate Mortgages(1)............ 0. eee eee eee eee ee 4,707 4,707 4,081 4,081 
Seller Notes(h)-x4 vias eet ORN AAU 9,398 9,398 8,757 8,757 
Other (1) 3 ecies ested cdi Geese eeee ret erase seers 48,241 48,241 49,788 49,788 


(1) The fair value of this long-term debt either approximates the carrying value (as borrowings under 
these debt instruments are based on current variable market interest rates as of December 31, 2005 


and 2006) or it is impracticable to estimate the fair value due to the nature of such long-term 


(2) The fair values of these debt instruments is based on quoted market prices for these notes on 
December 31, 2005 and 2006. 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors 


The following financial data summarizes the consolidating Company on the equity method of 
accounting as of December 31, 2005 and 2006 and for the years ended December 31, 2004, 2005 and 2006. 
The Guarantors column includes all subsidiaries that guarantee the senior subordinated notes. The 
subsidiaries that do not guarantee the senior subordinated notes are referred to in the table as the 


“Non-Guarantors.” 


Assets 
Current Assets: 
Cash and Cash Equivalents 
Accounts Receivable............... 
Intercompany Receivable........... 
Other Current Assets 
Total Current Assets............. 
Property, Plant and Equipment, Net ... 
Other Assets, Net: 
Long-term Notes Receivable from 
Affiliates and Intercompany 
ReGeivable sti. ciedeadege gooy ek es 


Total Other Assets, Net 
Total Assets 
Liabilities and Stockholders’ Equity 
Intercompany Payable.............. 
Current Portion of Long-term Debt. . 
Total Other Current Liabilities ...... 
Long-term Debt, Net of Current 
POTION sci e ieee ee eee Pee es 
Long-term Notes Payable to 
Affiliates and Intercompany 
Payable ig isc eee ease 
Other Long-term Liabilities......... 
Commitments and Contingencies 
Minority Interests 
Stockholders’ Equity ............... 
Total Liabilities and Stockholders’ 


Equity 


December 31, 2005 


Non- 
Parent Guarantors Guavantoe Eliminations Consolidated 
$ — $ 10,658 $ 42,755 $ — $ 53,413 
— 290,546 118,018 — 408,564 
868,392 me — (868,392) = 
48 61,531 31,074 (462) 92,191 
868,440 362,735 191,847 (868,854) 554,168 
— 1,225,580 555,686 — 1,781,266 
2,048,104 11,069 — (2,059,173) = 
541,612 252,122 — (793,734) = 
— 1,482,537 646,363 9,741 2,138,641 
26,780 130,012 135,694 (421) 292,065 
2,616,496 1,875,740 782,057 (2,843,587) — 2,430,706 
$3,484,936 $3,464,055 $1,529,590 $(3,712,441) $4,766,140 
$ — $ 249,173 $ 619,219 $ (868,392) $ = 
3,841 7,613 14,451 = 25,905 
48,229 389,691 —- 128,633 (462) 566,091 
2,057,884 10,816 434,826 — 2,503,526 
1,000 2,048,104 10,069 (2,059,173) — 
3,853 233,805 57,385 (421) 294,622 
— — 2,389 3,478 5,867 
1,370,129 524,853 262,618 (787,471) 1,370,129 


$3,484,936 $3,464,055 $1,529,590 $(3,712,441) $4,766,140 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Assets 
Current Assets: 

Cash and Cash Equivalents .... 

Accounts Receivable.......... 

Intercompany Receivable...... 

Other Current Assets ......... 
Total Current Assets........ 

Property, Plant and Equipment, 

INGE asc aca caste ea art aera 

Other Assets, Net: 

Long-term Notes Receivable 
from Affiliates and 
Intercompany Receivable. ... 

Investment in Subsidiaries ..... 


Total Other Assets, Net ..... 
Total Assets ............... 
Liabilities and Stockholders’ 
Equity 
Intercompany Payable......... 
Current Portion of Long-term 
Debt.s.03. cb iil Ah ati 
Total Other Current Liabilities . 
Long-term Debt, Net of 
Current Portion ............ 
Long-term Notes Payable to 
Affiliates and Intercompany 
Payable sciGireced eee es 
Other Long-term Liabilities... . 
Commitments and 
Contingencies 
Minority Interests ............ 
Stockholders’ Equity.......... 
Total Liabilities and 
Stockholders’ Equity...... 


December 31, 2006 


Non- 

Parent Guarantors Gannaninie Eliminations Consolidated 

$ — $ 16,354 $ 29,015 $ — $ 45,369 
— 320,084 153,282 — 473,366 

867,764 — — (867,764) as 
48 104,118 57,278 (458) 160,986 

867,812 440,556 239,575 (868,222) 679,721 

— 1,362,891 652,344 — 2,015,235 
1,795,790 10,962 — (1,806,752) — 
1,095,821 797,014 — (1,892,835) = 
— 1,474,120 691,009 — 2,165,129 

26,451 142,382 181,639 (1,036) 349,436 
2,918,062 2,424,478 872,648 (3,700,623) 2,514,565 
$3,785,874 $4,227,925 $1,764,567 $(4,568,845) $5,209,521 
$ — $ 642,376 $ 225,388 $ (867,764) $ — 
4,260 6,458 52,387 — 63,105 
53,980 366,192 155,828 (458) 575,542 
2,169,508 17,115 419,088 — 2,605,711 
1,000 1,795,790 9,962 (1,806,752) — 
3,853 323,986 79,797 (1,036) 406,600 

— — 5,290 — 5,290 
1,553,273 1,076,008 816,827 (1,892,835) 1,553,273 
$3,785,874 $4,227,925 $1,764,567 $(4,568,845) $5,209,521 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Year Ended December 31, 2004 


Non- 
Parent Guarantors Guarantors Eliminations Consolidated 
Revenues: 
SLOTAGE cei cxeas st seedy We Vee aah ge eee ee $ —_ $ 774,945 $268,421 $ => $1,043,366 
Service and Storage Material Sales............ —_ 552,405 221,818 —_ 774,223 
Total Revenues ....... 0.0.0.0 ce eee eee — 1,327,350 490,239 —_ 1,817,589 
Operating Expenses: 
Cost of Sales (Excluding Depreciation and 
Amortization) ......... 00.0.0. c eee eee — 586,437 237,462 — 823,899 
Selling, General and Administrative........... 460 362,635 123,151 —_ 486,246 
Depreciation and Amortization .............. 36 123,098 40,495 —_ 163,629 
(Gain) Loss on Disposal/Writedown of Property, 
Plant and Equipment, Net................. _ (861) 180 — (681) 
Total Operating Expenses................. 496 1,071,309 401,288 —_ 1,473,093 
Operating (Loss) Income ...............0.005. (496) 256,041 88,951 = 344,496 
Interest Expense (Income), Net ................ 150,476 (29,598) 64,871 = 185,749 
Other Expense (Income), Net................4. 22,397 (34,934) 4,549 _ (7,988) 
(Loss) Income Before Provision for Income 
Taxes and Minority Interest ............... (173,369) 320,573 19,531 _— 166,735 
Provision for Income Taxes. .............000005 —_ 60,376 9,198 —_ 69,574 
Equity in the Earnings of Subsidiaries, Net of Tax . . (267,560) (6,812) — 274,372 — 
Minority Interests in Earnings of Subsidiaries, Net . = — 2,970 = 2,970 
Net: INComess.3 95,305 3: satin cate chines at's $ 94,191 $ 267,009 $7,363 $ (274,372) $ 94,191 
Year Ended December 31, 2005 
Non- 
Parent Guarantors Guarantors _Eliminations Consolidated 
Revenues: 
Storage ns ccaid Pagdndh Meo eet Aba nad $ — $ 862,961 $318,590 $ — $1,181,551 
Service and Storage Material Sales............ —_ 642,659 253,945 —_ 896,604 
"TPOtal REVENUES 66 5 slececiccca cdeSed Geelelentce oleae —_ 1,505,620 572,535 —_ 2,078,155 
Operating Expenses: 
Cost of Sales (Excluding Depreciation and 
Amortization) ..... 0... ... 0.00. c ee eee — 662,485 275,754 — 938,239 
Selling, General and Administrative........... 187 432,588 136,920 —_— 569,695 
Depreciation and Amortization .............. 70 134,509 52,343 _ 186,922 
Loss (Gain) on Disposal/Writedown of Property, 
Plant and Equipment, Net................. _ 416 (3,901) — (3,485) 
Total Operating Expenses................. 257 1,229,998 461,116 —_ 1,691,371 
Operating (Loss) Income ...............0.004. (257) 275,622 111,419 — 386,784 
Interest Expense (Income), Net ................ 156,057 (33,325) 60,852 = 183,584 
Other (Income) Expense, Net.................. (32,420) 36,956 1,646 — 6,182 
(Loss) Income Before Provision for Income Taxes 
and Minority Interest..................0.. (123,894) 271,991 48,921 —_ 197,018 
Provision for Income Taxes. ............0000005 _ 63,665 17,819 — 81,484 
Equity in the Earnings of Subsidiaries, Net of Tax . . (234,993) (28,176) = 263,169 — 
Minority Interests in Earnings of Subsidiaries, Net . = = 1,684 = 1,684 
Income Before Cumulative Effect of Change in 
Accounting Principle, Net of Tax Benefit ..... 111,099 236,502 29,418 (263,169) 113,850 
Cumulative Effect of Change in Accounting 
Principle, Net of Tax Benefit................. = (2,215) (536) = (2,751) 
ING INCOME 2. -i3: socvnnce anise BA Sa ees Bes, Se ees $ 111,099 $ 234,287 $ 28,882 $ (263,169) $ 111,099 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Year Ended December 31, 2006 


Parent Guarantors Gharaniats Eliminations Consolidated 
Revenues: 
SlOTdBE 2 cayasee tees ye chee $ — $ 960,421 $366,748 $ _ $1,327,169 
Service and Storage Material Sales ..... —_ 689,444 333,729 —_ 1,023,173 
Total Revenues ..............0000 —_— 1,649,865 700,477 — 2,350,342 
Operating Expenses: 
Cost of Sales (Excluding Depreciation 
and Amortization)................. —_— 718,154 356,114 —_— 1,074,268 
Selling, General and Administrative .... (47) 497,524 172,597 —_— 670,074 
Depreciation and 
Amortization ...... 0.0.0. c eee eee 79 142,746 65,548 — 208,373 
Loss (Gain) on Disposal/Writedown of 
Property, Plant and Equipment, Net. . —_ 704 (10,264) —_ (9,560) 
Total Operating Expenses .......... 32 1,359,128 583,995 —_— 1,943,155 
Operating (Loss) Income................ (32) 290,737 116,482 — 407,187 
Interest Expense (Income), Net .......... 167,668 (34,689) 61,979 — 194,958 
Other (Income)Expense, Net ............ 45,253 (42,626) (14,616) = (11,989) 
(Loss) Income Before Provision for 
Income Taxes and Minority Interest . . (212,953) 368,052 69,119 — 224,218 
Provision for Income Taxes.............. — 75,817 17,978 —_— 93,795 
Equity in the Earnings of Subsidiaries, 
NetOt Pax. iaieetag inndes beak ames ¢ (341,816) (47,328) — 389,144 — 
Minority Interests in Earnings of 
Subsidiaries, Net...............000005 — — 1,560 —_ 1,560 
Net Income....................00. $ 128,863 $ 339,563 $ 49,581 $ (389,144) $ 128,863 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Cash Flows from Operating Activities ...... 
Cash Flows from Investing Activities: 
Capital expenditures .................. 
Cash paid for acquisitions, net of 
cash acquired ..............--00000- 
Intercompany loans to subsidiaries ...... 
Investment in subsidiaries.............. 
Investment in joint ventures............ 
Additions to customer relationship and 
acquisition COStS.............e+e eee 
Proceeds from sales of property and 
CQUIPMENE 5.5.5 5.4 i sede das Sea 3S 
Cash Flows from Investing Activities. . . 
Cash Flows from Financing Activities: 
Repayment of debt and term loans ...... 
Proceeds from debt and term loans...... 
Early retirement of notes .............. 
Net proceeds from sales of senior 
subordinated notes ................. 
Debt financing (repayment to) and 
equity contribution from (distribution 
to) minority stockholders, net ........ 
Intercompany loans from parent ........ 
Equity contribution from parent ........ 
Proceeds from exercise of stock options 
and employee stock purchase plan..... 
Payment of debt financing costs and 
stock issuance costs ................. 
Cash Flows from Financing Activities. . 
Effect of exchange rates on cash and cash 
equivalents........... 0... cece ee eee eee 
(Decrease) Increase in cash and cash 
equivalents: 5, ace tos aeeaetoeusd 
Cash and cash equivalents, beginning of 


Year Ended December 31, 2004 


Non- 

Parent Guarantors Guarantors _Eliminations Consolidated 
$(176,437) $ 426,230 $ 55,571 $ — $ 305,364 
— (162,032) (69,934) — (231,966) 

— (163,828) (220,510) — (384,338) 
44,240 28,501 — (72,741) —_— 
(111,988) (111,988) —_— 223,976 = 
oe (858) me = (858) 

= (10,050) (2,422) — (12,472) 

—_ 3,053 58 —_ 3,111 
(67,748) (417,202) (292,808) 151,235 (626,523) 
(706,149) (117,246) (261,618) —_— (1,085,013) 
668,882 — 479,393 — 1,148,275 
= = (20,797) = (20,797) 
269,427 —_ —_— — 269,427 
— — (41,978) —_— (41,978) 

— (47,542) (25,199) 72,741 —_— 

— 111,988 111,988 (223,976) —_— 
18,041 — — —_— 18,041 
(6,016) = (5,370) = (11,386) 
244,185 (52,800) 236,419 (151,235) 276,569 
= = 1,849 = 1,849 

a (43,772) 1,031 —_— (42,741) 

= 54,793 19,890 — 74,683 

— $ 11,021 $ 20,921 $ — $ 31,942 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Year Ended December 31, 2005 


Parent Guarantors haan Eliminations Consolidated 
Cash Flows from Operating Activities ........ $(149,143) $ 433,730 $ 92,589 $ — $ 377,176 
Cash Flows from Investing Activities: 
Capital expenditures .................0.. _ (190,143) (81,986) = (272,129) 
Cash paid for acquisitions, net of cash 
ACQUIFED -..6 rd ANCA Ves dea — (66,890) (111,348) — (178,238) 
Intercompany loans to subsidiaries ........ 73,702 (107,286) _— 33,584 — 
Investment in subsidiaries................ (15,687) (15,687) _— 31,374 — 
Additions to customer relationship and 
acquisition costS.................0000. —_ (7,909) (5,522) — (13,431) 
Proceeds from sales of property and 
equipment and other.................. —_— 15,895 11,728 —_— 27,623 
Cash Flows from Investing Activities. .... 58,015 (372,020) (187,128) 64,958 (436,175) 
Cash Flows from Financing Activities: 
Repayment of debt and term loans ........ (300,322) (2,783) (206,490) — (509,595) 
Proceeds from debt and term loans........ 366,352 — 202,374 —_— 568,726 
Debt financing (repayment to) and 
equity contribution from (distribution to) 
minority stockholders, net ............. — _— (2,399) — (2,399) 
Intercompany loans from parent .......... — (74,977) 108,561 (33,584) — 
Equity contribution from parent .......... — 15,687 15,687 (31,374) — 
Proceeds from exercise of stock options and 
employee stock purchase plan .......... 25,649 _ = — 25,649 
Payment of debt financing costs and 
stock issuance COStS............0 00000. (551) = (381) _ (932) 
Cash Flows from Financing Activities... . 91,128 (62,073) 117,352 (64,958) 81,449 
Effect of exchange rates on cash and cash 
SQUIVALENIS sc ccshicissgng soe 8 Geese eee eee = — (979) = (979) 
(Decrease) Increase in cash and cash 
equivalents ................ 0. cece, — (363) 21,834 — 21,471 
Cash and cash equivalents, beginning of year . . — 11,021 20,921 — 31,942 
Cash and cash equivalents, end of year ....... $ — $ 10,658 $ 42,755 $ — $ 53,413 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Cash Flows from Operating Activities ...... 


Cash Flows from Investing Activities: 


Capital expenditures .................. 


Cash paid for acquisitions, net of cash 


ACQUITED ori k oe scteiatecein SA Bs Pees 
Intercompany loans to subsidiaries....... 
Investment in subsidiaries.............. 


Additions to customer relationship and 


acquisition costs ..........-...22000- 
Investment in joint ventures ............ 


Proceeds from sales of property and 


equipment and other ................ 
Cash Flows from Investing Activities... 


Cash Flows from Financing Activities: 


Repayment of debt and term loans....... 
Proceeds from debt and term loans ...... 


Net proceeds from sales of senior 


subordinated notes...............00. 


Debt financing (repayment to) and 
equity contribution from (distribution 


to) minority stockholders, net......... 
Intercompany loans from parent......... 
Equity contribution from parent......... 


Proceeds from exercise of stock options 


and employee stock purchase plan..... 


Excess tax benefits from stock-based 


compensation ............-...22 eee 


Payment of debt financing costs and 


stock issuance costs .............2--- 
Cash Flows from Financing Activities . . 


Effect of exchange rates on cash and cash 


Equivalents: 25 byte oe dey aha aaa 


Increase (Decrease) in cash and cash 


equivalents: sac e she hae hoa 


Cash and cash equivalents, beginning of 


Year Ended December 31, 2006 


Non- 
Parent Guarantors Guarantors Eliminations Consolidated 
$(153,741) $ 434,021 $ 94,002 $ ae $ 374,282 
— (266,310) (115,660) = (381,970) 
bt (24,576) (56,632) = (81,208) 
76,874 (36,506) = (40,368) = 
(16,800) (16,800) = 33,600 = 
= (9,263) (4,988) a (14,251) 
— (2,814) (3,129) —_— (5,943) 
—_ 257 16,401 — 16,658 
60,074 — (356,012) (164,008) (6,768) (466,714) 
(571,456) (10,113) (73,391) = (654,960) 
469,273 —_— 74,667 — 543,940 
(112,397) — — —_— (112,397) 
281,984 —_— — —_— 281,984 
i = (2,068) = (2,068) 
a (79,000) 38,632 40,368 —_— 
— 16,800 16,800 (33,600) —_— 
22,245 —_— — —_— 22,245 
4,387 — —_ — 4,387 
(369) = (28) = (397) 
93,667 (72,313) 54,612 6,768 82,734 
= = 1,654 — 1,654 
= 5,696 (13,740) = (8,044) 
—_— 10,658 42,755 —_— 53,413 
— $ 16,354 $ 29,015 $ —_ $ 45,369 
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6. Acquisitions 


The acquisitions we consummated in 2004, 2005 and 2006 were accounted for using the purchase 
method of accounting, and accordingly, the results of operations for each acquisition have been included in 
our consolidated results from their respective acquisition dates. Cash consideration for the various 
acquisitions was primarily provided through borrowings under our credit facilities, the proceeds from the 
sale of senior subordinated notes and cash equivalents on-hand. The significant acquisitions are as follows: 


For full access to all future cash flows and greater strategic and financial flexibility, in February 2004, 
we completed the acquisition of the 49.9% equity interest held by Mentmore plc (“Mentmore”) in IME for 
total consideration of 82,500 British pounds sterling ($154,000) in cash. Included in this amount is the 
repayment of all trade and working capital funding owed to Mentmore by IME. Completion of the 
transaction gave us 100% ownership of IME. This transaction did not have material impact on revenue or 
operating income since we already fully consolidated IME’s financial results. Using the purchase method 
of accounting for this acquisition, the net assets of IME were adjusted to reflect 49.9% of the difference 
between the fair market value and their carrying value on the date of acquisition. 


To build upon our mission to protect our customers’ information regardless of format, in 
November 2004, we acquired Connected Corporation (“Connected”) for total cash consideration of 
$109,326 (net of cash acquired). Connected’s technology allows for the protection, archiving and recovery 
of distributed data. 


To develop our presence in Asia Pacific, in December 2005, we acquired the Australian and 
New Zealand operations of Pickfords Records Management for total cash consideration of approximately 
Australian Dollar 115,000 ($86,276, net of cash acquired). 


To extend our leadership role in the protection of our customer’ business data, in December 2005, we 
acquired full ownership of Live Vault Corporation (“Live Vault”) for cash consideration of $35,798 (net of 
cash acquired). As of December 31, 2004, we had a minority interest investment in LiveVault with a 
carrying value of $3,615. Live Vault is a provider of disk-based online server backup and recovery solutions. 


A summary of the consideration paid and the allocation of the purchase price of the acquisitions is as 
follows: 


2004 2005 2006 

Cash Paid (gross of cash acquired) .................00 20s eee $388,243(1) $180,457(1) $ 60,428(1) 
Previous Investment Balance of Businesses Acquired.......... — ,615 — 
Fair Value of Options Issued...................00 0... e ee eee 1,245 780 — 

Total Consideration. ......... 0... c ccc cece cee eens 389,488 184,852 60,428 
Fair Value of Identifiable Assets Acquired(2) ................ 160,622 85,070 55,474 
Liabilities Assumed(3) ......... 0... e eee eee eee (50,006) (21,876) (12,364) 
Minority Interest ....... 0... eee eee eee eee eenee 71,535(4) 8,142(5) 919(6) 

Total Fair Value of Identifiable Net Assets Acquired........ 182,151 71,336 44,029 
Recorded Goodwill ......... 0... ccc cece cc eee eee eens $207,337 $113,516 $ 16,399 


(1) Included in cash paid for acquisitions in the consolidated statements of cash flows for the years ended 
December 31, 2004, 2005 and 2006 is a contingent payment of $5,513, $704 and $21,382, respectively, 
related to acquisitions made in previous years. 
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6. Acquisitions (Continued) 


(2) Consisted primarily of accounts receivable, prepaid expenses and other, land, buildings, racking, 
leasehold improvements. Additionally, includes core technology of $15,460 and $10,500 for the years 
ended December 31, 2004 and 2005, respectively, and customer relationship assets of $64,064, $70,724 
and $37,492 for the years ended December 31, 2004, 2005 and 2006, respectively. 


(3) Consisted primarily of accounts payable, accrued expenses and notes payable. 


(4) Consisted primarily of the carrying value of Mentmore’s 49.9% minority interest in IME at the date of 
acquisition. 


(5) Consisted primarily of the carrying value of minority interests of Latin American partners at the date 
of acquisition. 


(6) Consisted primarily of the carrying value of minority interests of European, Latin American and Asia 
Pacific partners at the date of acquisition. 


Allocation of the purchase price for the 2006 acquisitions was based on estimates of the fair value of 
net assets acquired, and is subject to adjustment. The purchase price allocations of certain 2006 
transactions are subject to finalization of the assessment of the fair value of property, plant and equipment, 
intangible assets (primarily customer relationship assets), operating leases, restructuring purchase reserves, 
deferred revenue and deferred income taxes. We are not aware of any information that would indicate that 
the final purchase price allocations will differ meaningfully from preliminary estimates. 


In connection with each of our acquisitions, we have undertaken certain restructurings of the acquired 
businesses. The restructuring activities include certain reductions in staffing levels, elimination of duplicate 
facilities and other costs associated with exiting certain activities of the acquired businesses. The estimated 
cost of these restructuring activities were recorded as costs of the acquisitions and were provided in 
accordance with EITF No. 95-3, “Recognition of Liabilities in Connection with a Purchase Business 
Combination.” We finalize restructuring plans for each business no later than one year from the date of 
acquisition. Unresolved matters at December 31, 2006 primarily include completion of planned 
abandonments of facilities and severance contracts in connection with certain acquisitions. 


The following is a summary of reserves related to such restructuring activities: 


2005 2006 
Reserves, beginning of the year ............ 0... eee eee ee eee $21,414 $12,698 
Reserves established ......... 00. cece ccc cece eet n eee enes 1,142 3,642 
EXPCMGIGUECS 5 a Pserates caeaden te ies eacesaens erate Boers deeetl deeded lait Ha gsecaderase (7,360) (5,181) 
Adjustments to goodwill, including currency effect(1).......... (2,498) — (5,606) 
Reserves, end of the year... .. 0... cece cece eee eee ees $12,698 $ 5,553 


(1) Includes adjustments to goodwill as a result of management finalizing its restructuring plans. 


At December 31, 2005, the restructuring reserves related to acquisitions consisted of lease losses on 
abandoned facilities ($9,760), severance costs ($569) and other exit costs ($2,369). At December 31, 2006, 
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6. Acquisitions (Continued) 


the restructuring reserves related to acquisitions consisted of lease losses on abandoned facilities ($3,010), 
severance costs ($259) and other exit costs ($2,284). These accruals are expected to be used prior to 
December 31, 2007 except for lease losses of $2,142, severance contracts of $127, and other exit costs of 
$463, all of which are based on contracts that extend beyond one year. 


In connection with our acquisition in India, we entered into a shareholder agreement in May 2006. 
The agreement contains a put provision that would allow the minority stockholder to sell the remaining 
49.9% equity interest to us beginning on the third anniversary of this agreement for the greater of fair 
market value or approximately 84,835 Rupees (approximately $1,800). In accordance with FASB 
Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including 
Indirect Guarantees of Indebtedness of Others—An Interpretation of FASB Statements No. 5, 57 and 107 
and Rescission of FASB Interpretation No. 34,” we recorded a liability representing our estimate of the 
fair value of the guarantee in the amount of $368, with the offset to goodwill. 


In connection with some of our acquisitions, we have potential earn-out obligations that would be 
payable in the event businesses we acquired meet certain operational objectives. These payments are based 
on the future results of these operations and our estimate of the maximum contingent earn-out payments 
we may be required to make under all such agreements as of December 31, 2006 is approximately $6,600. 


7. Income Taxes 


The components of income before provision for income taxes and minority interest are: 


2004 2005 2006 
USS. and Canada ..... 0... ccc ccc cee eee $157,929 $178,300 $189,844 
BORGIR oc ce5y ee ee ee NNN, 8,806 18,718 34,374 


$166,735 $197,018 $224,218 


We have federal net operating loss carryforwards which begin to expire in 2018 through 2021 of 
$172,700 at December 31, 2006 to reduce future federal taxable income, if any. We also have an asset for 
state net operating loss of $18,200 (net of federal tax benefit), which begins to expire in 2007 through 2024, 
subject to a valuation allowance of approximately 98%. Additionally, we have federal alternative minimum 
tax credit carryforwards of $4,800, which have no expiration date and are available to reduce future income 
taxes, if any, and foreign tax credits, which expire in 2016, of $23,600. 


We are subject to examination by various tax authorities in jurisdictions in which we have significant 
business operations. We regularly assess the likelihood of additional assessments by tax authorities and 
provide for these matters as appropriate. As of December 31, 2006, we had approximately $62,000 of 
reserves related to uncertain tax positions included in other long-term liabilities in the accompanying 
consolidated balance sheets. Approximately $36,000 of the reserve is related to pre-acquisition net 
operating loss carryforwards and other acquisition related items. If the tax position is sustained, the 
reversal of this reserve will be recorded as a reduction of goodwill. Although we believe our tax estimates 
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7. Income Taxes (Continued) 


are appropriate, the final determination of tax audits and any related litigation could result in favorable or 
unfavorable changes in our estimates. 


The tax effects of temporary differences that give rise to significant portions of the deferred tax assets 
and deferred tax liabilities are presented below: 


December 31, 
2005 2006 
Deferred Tax Assets: 
Acerded Tabilities: 3.50.0 ssc cession oa haan a bas Bae Bea Bb wale BA $ 25,687 $ 25,223 
Deferred Pent: Xesewrn se wat ws einen sda tied dae dee daea es 11,478 12,722 
Net operating loss carryforwards .............. 0... c cece eee eee 45,783 78,850 
AMT and foreign tax credits ......... 0.0... eee eee eee eee eee 18,760 29,285 
Valuation Allowance(1)......... 00. cece eee eee ee eens (9,318) (27,274) 
QUST A ee is Basia Bald ne Seete ss ae ge Seen as cate teed 3,846 12,918 


96,236 131,724 
Deferred Tax Liabilities: 


Other assets, principally due to differences in amortization ....... (120,321) (136,149) 
Plant and equipment, principally due to differences in depreciation (148,959) (187,480) 
Customer acquisition COStS..... 0... cece cece cece eee e eee eeeeeeee (24,647) (27,783) 

(293,927) — (351,412) 
Net deferred tax liability... 0... 0.0.0 cece cece eee eee eee ee $(197,691) $(219,688) 


(1) The majority of the increase in our valuation allowance from 2005 to 2006 relates primarily to 
previously unrecorded state net operating losses that are subject to valuation allowance. 
Approximately $2,375 of the total 2006 valuation allowance, if realized, will be recorded as a reduction 
to goodwill. 


We receive a tax deduction upon the exercise of non-qualified stock options or upon the disqualifying 
disposition by employees of incentive stock options and shares acquired under our employee stock 
purchase plan for the difference between the exercise price and the market price of the underlying 
common stock on the date of exercise or disqualifying disposition. The tax benefit for non-qualified stock 
options and the 15% discount associated with our employee stock purchase plan are included in the 
consolidated financial statements in the period in which compensation expense is recorded. The tax benefit 
associated with compensation expense recorded in the consolidated financial statements related to 
incentive stock options and incremental amounts recorded above the 15% discount associated with the 
employee stock purchase plan are recorded in the period the disqualifying disposition occurs. All tax 
benefits for awards issued prior to January 1, 2003 and incremental tax benefits in excess of compensation 
expense recorded in the consolidated financial statements are credited directly to equity and amounted to 
$6,904, $9,668 and $4,387 for the years ended December 31, 2004, 2005 and 2006, respectively. 
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7. Income Taxes (Continued) 


We have not provided deferred taxes on book basis differences related to certain foreign subsidiaries 
because such basis differences are not expected to reverse in the foreseeable future and we intend to 
reinvest indefinitely outside the U.S. These basis differences arose primarily through the undistributed 
book earnings of our foreign subsidiaries. The basis differences could be reversed through a sale of the 
subsidiaries, the receipt of dividends from subsidiaries as well as certain other events or actions on our 
part, which would result in an increase in our provision for income taxes. 


The provision for income taxes consists of the following components: 


Year Ended December 31, 
2004 2005 2006 
Federal—cutrent...... 0... cece ccc eens $ — $ — §$ 9,156 
Federal—deferred... 00... 0c ccc eee eeee ene 54,237 55,891 44,862 
State—current 2.6... cece cnc nee 4,094 8,847 14,433 
State—deterred 2s See Sons Seas eS 6 SS SESS es 9,339 181 7,143 
Foreign—current and deferred..................... 1,904 16,565 18,201 


$69,574 $81,484 $93,795 


A reconciliation of total income tax expense and the amount computed by applying the federal income 
tax rate of 35% to income before provision for income taxes and minority interests for the years ended 
December 31, 2004, 2005 and 2006, respectively, is as follows: 


Year Ended December 31, 
2004 2005 2006 

Computed “expected” tax provision................ $58,357 $68,956 $78,477 
Changes in income taxes resulting from: 

State taxes (net of federal tax benefit)............ 8,732 6,430 5,545 

Increase in valuation allowance ................. — 1,092 10,713 

Foreign tax rate differential and tax law change ... (1,584) (94) (5,151) 

Other Met fecctesactimetiies and sted aisaeauwacenis aie 4,069 5,100 4211 


$69,574 $81,484 $93,795 
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8. Quarterly Results of Operations (Unaudited) 


Quarter Ended March 31 June 30 Sept. 30 Dec. 31 
2005 
Total: TEVENUES 5 8B OSA OE OME BER AEE ES $501,406 $511,922 $526,472 $538,355 
Operating INCOME..... 6... eee eee cece eee tte eee 91,110 96,693 102,177 96,804 
Income before cumulative effect of change in accounting 

PLINCIPI CS ve ie. cached as sheriet ial she tease Rana Rd haa. 22,949 25,410 36,377 29,114 
NetinGOMe:<\.s62.253 Rebleve Gs eases eeased Gea ee es 22,949 25,410 36,377 26,363 
Income before cumulative effect of change in accounting 

principle per share—basic ...................000000. 0.12 0.13 0.19 0.15 
Income before cumulative effect of change in accounting 

principle per share—diluted....................000., 0.12 0.13 0.18 0.15 
Net income per share—basic............. 0.0... e eee eee 0.12 0.13 0.19 0.13 
Net income per share—diluted .....................00. 0.12 0.13 0.18 0.13 
2006 
Total revenues ....... 0. ccc ccc ccc eee cece eee enees $563,657 $581,568 $595,610 $609,507 
Operating iIncOME..... 6... eee eee eee eee tee tenets 92,435 102,894 97,130 114,728 
NG@t INCOME ssc.) setae teks ait a seducd a etd Peed date eel oN ees 27,273 37,842 26,613 37,135 
Net income per share—baSic............. 0.0.0 e eee eee 0.14 0.19 0.13 0.19 
Net income per share—diluted .....................00. 0.14 0.19 0.13 0.18 


9. Segment Information 


We have six operating segments, as follows: 


North American Physical Business—throughout the United States and Canada, the storage of 
paper documents, as well as all other non-electronic media such as microfilm and microfiche, 
master audio and videotapes, film, X-rays and blueprints, including healthcare information services, 
vital records services, service and courier operations, and the collection, handling and disposal of 
sensitive documents for corporate customers (“Hard Copy”); the storage and rotation of backup 
computer media as part of corporate disaster recovery plans, including service and courier 
operations (“Data Protection”); secure shredding services (“Shredding”); and the storage, 
assembly, and detailed reporting of customer marketing literature and delivery to sales offices, 
trade shows and prospective customers’ sites based on current and prospective customer orders, 
which we refer to as the “Fulfillment” business 


Worldwide Digital Business—information protection and storage services for electronic records 
conveyed via telecommunication lines and the Internet, including online backup and recovery 
solutions for server data and personal computers, as well as email archiving and third party 
technology escrow services that protect intellectual property assets such as software source code 


Europe—information protection and storage services throughout Europe, including Hard Copy, 
Data Protection and Shredding 
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9. Segment Information (Continued) 


e¢ South America—information protection and storage services throughout South America, including 
Hard Copy and Data Protection 


e Mexico—information protection and storage services throughout Mexico, including Hard Copy, 
Data Protection and Shredding 


e Asia Pacific—information protection and storage services throughout Australia, New Zealand and 
India, including Hard Copy, Data Protection and Shredding 


The South America, Mexico and Asia Pacific operating segments do not individually meet the 
quantitative thresholds for a reportable segment, but have been aggregated and reported with Europe as 
one reportable segment, “International Physical Business,” given their similar economic characteristics, 
products, customers and processes. The Worldwide Digital Business does not meet the quantitative criteria 
for a reportable segment; however, management determined that it would disclose such information on a 
voluntary basis. 


An analysis of our business segment information and reconciliation to the consolidated financial 
statements is as follows: 


North 


American International Worldwide 

Physical Physical Digital Total 

Business Business Business Consolidated 
2004 
Total Revenues.......... 0.0 c cece cece eee eee $1,387,977 $ 380,033 $ 49,579 $1,817,589 
Depreciation and Amortization................ 115,975 33,234 14,420 163,629 
Contribution ........ 0.0 cece eee 427,579 89,751 (9,886) 507,444 
Total Assets sites. tea tends. th te tes ence ie eaketnaeaace 3,216,999 1,024,135 201,253 4,442,387 
Expenditures for Segment Assets(1)............ 256,998 243,030 128,748 628,776 
2005 
Total Revenues. ....... 0... cece cee eee ees 1,529,612 435,106 113,437 2,078,155 
Depreciation and Amortization................ 118,493 43,285 25,144 186,922 
Contribution ........ 0... cece eee eee ee 444,343 113,417 12,461 570,221 
Totals Assets sic ica des weaken ice Sentra danceda restates detec 3,383,098 1,142,217 240,825 4,766,140 
Expenditures for Segment Assets(1)............ 225,178 178,662 59,958 463,798 
2006 
Total Revenues. ....... 0... ccc cece eee eee 1,671,009 539,335 139,998 2,350,342 
Depreciation and Amortization................ 127,562 54,803 26,008 208,373 
Contribution ......... 0... cee ee eee 478,653 117,568 9,779 606,000 
Total Assets....... 0... ect eeee nes 3,616,218 1,349,175 244,128 5,209,521 
Expenditures for Segment Assets(1)............ 314,317 142,732 20,380 477,429 


(1) Includes capital expenditures, cash paid for acquisitions, net of cash acquired, and additions to 
customer relationship and acquisition costs in the accompanying consolidated statements of cash 
flows. 
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9. Segment Information (Continued) 


The accounting policies of the reportable segments are the same as those described in Note 2 except 
that certain corporate and centrally controlled costs are allocated primarily to our North American 
Physical Business and Worldwide Digital Business segments. These allocations, which include human 
resources, information technology, finance, rent, real estate property taxes, medical costs, incentive 
compensation, stock option expense, worker’s compensation, 401(k) match contributions and property, 
general liability, auto and other insurance, are based on rates and methodologies established at the 
beginning of each year. Included in the corporate costs allocated to our North American Physical Business 
segment are certain costs related to staff functions, including finance, human resources and information 
technology, which benefit the enterprise as a whole. These costs are primarily related to the general 
management of these functions on a corporate level and the design and development of programs, policies 
and procedures that are then implemented in the individual segments, with each segment bearing its own 
cost of implementation. Management has decided to allocate these costs to the North American segment 
as further allocation is impracticable. 


Contribution for each segment is defined as total revenues less cost of sales (excluding depreciation) 
and selling, general and administrative expenses (including the costs allocated to each segment as 
described above). Internally, we use Contribution as the basis for evaluating the performance of and 
allocating resources to our operating segments. 


A reconciliation of Contribution to income before provision for income taxes and minority interest on 
a consolidated basis is as follows: 


Years Ended December 31, 
2004 2005 2006 
COMTIDULION 2. sie, bis ou Maia dec aha is, Baleares soul ako arate NOR Beko Be ls BEE $507,444 $570,221 $606,000 
Less: Depreciation and Amortization ............ cece eee eens 163,629 186,922 208,373 
Gain on Disposal/Writedown of Property, Plant and Equipment, 

ING tes a Aaa he AAA ROI MPA Ralac aie yo RS se Bia Wie as ae eee eek (681) (3,485) (9,560) 
Interest Expense; Neti. i065 aiid cia e bated iis ad eae ae meas 185,749 183,584 194,958 
Other (Income) Expense, Net............ 0. ee cee eee eee eee eens (7,988) 6,182 (11,989) 

Income before Provision for Income Taxes and Minority Interest . . . $166,735 $197,018 $224,218 
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9. Segment Information (Continued) 


Information as to our operations in different geographical areas is as follows: 


2004 2005 2006 

Revenues: 
WIDIHE RS tates ied dace ded Sea Sk Seat Sack Seat be Mics eco bo hd al ea ce Sac Seas oa $1,330,979 $1,504,907 $1,647,265 
United Kingdom si. oe EA 270,665 275,426 312,393 
e200: EAS RC a 106,577 132,302 154,801 
Other International ........ 0... cc cee ee eens 109,368 165,520 235,883 

‘ROtal REVENUES. 5:si2.c:08lsnielsicetioansials 4 dh 40k sails Saws wees oe $1,817,589 $2,078,155 $2,350,342 
Long-lived Assets: 
UDItEdStatesseavise te ade ie Aen yoclde Maen aia whew bac eOk« $2,735,545 $2,887,981 $3,029,827 
United Kingdom. .......... 0... cece cece cece eee eee eens 618,712 594,178 645,218 
CATV hs gi5 ag BS Se OE BORNE BONE SNE IER ig 315,872 335,929 354,258 
Other International .......... 0.0... ccc cee teen aes 271,104 393,884 500,497 

Total Long-lived Assets .......... 00. cece cece ener eee ee $3,941,233 $4,211,972 $4,529,800 

Information as to our revenues by product and service lines is as follows: 
2004 2005 2006 

Revenues: 
Physical Records Management and Secure Shredding ......... $1,462,457 $1,614,905 $1,856,873 
Physical Tape Rotation Services .......... 0.0... cece eee eee 305,553 349,813 353,471 
Digital Qc 22 cette he caleteda aialact Pe Ga OREN EH ARs BE RNR WOE 49,579 113,437 139,998 

Total REVENUES sess cecseccg rhs heorkewbeae ow heatasatacet gra eet areras tara geebanetees $1,817,589 $2,078,155 $2,350,342 


(1) Includes Digital Archiving, Electronic Vaulting, Intellectual Property Management and DataDefense. 


10. Commitments and Contingencies 


a. Leases 


Most of our leased facilities are leased under various operating leases. A majority of these leases have 
renewal options of five to ten years and may have fixed or Consumer Price Index escalation clauses. We 
also lease equipment under operating leases, primarily computers which have an average lease life of three 
years. Trucks and office equipment are also leased and have remaining lease lives ranging from one to 
seven years. Total rent expense under all of our operating leases was $163,564, $185,542 and $207,760 for 
the years ended December 31, 2004, 2005 and 2006, respectively. Included in total rent expense was 
sublease income of $2,765, $3,238 and $3,740 for the years ended December 31, 2004, 2005 and 2006, 


respectively. 
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10. Commitments and Contingencies (Continued) 


Estimated minimum future lease payments, net of sublease income of $2,879, $2,444, $1,949, $1,228, 
$269 and $544 for 2007, 2008, 2009, 2010, 2011 and thereafter, respectively, are as follows: 


Year Operating 

LOOT ie rb ies eh at Se hea tds Not SIS SAMS ait AGN Mala BaiRS ts SAS lcd $ 176,842 
QOUB ss ONO RH GE Bs SULT SESS URS esas 164,447 
QOOD: see scree thicsaarrare ecg ne Soares BOTTLE PO YYS DIOEDLO? DE TOTES SHI EE 157,880 
QUOT sis bis b see tete tecteds Heth en a duel ate al od old ahd al ted old ahd ald dead ate ot eae 154,055 
LOT 5s dicce ong tacieed adhess tistage wand Boies NOR Saas AB Waals AR Vien hon AR SX 148,402 
NCTE Alte Lr i550. 32.563 23k eee ips nes SE BEE 4 BEE EOS s EAE SRNR WER Bn hilo 2,069,643 
Total minimum lease payments ............ 0. cece eee eee ees $2,871,269 


We have guaranteed the residual value of certain vehicle operating leases to which we are a party. The 
maximum net residual value guarantee obligation for these vehicles as of December 31, 2006 was $57,129. 
Such amount does not take into consideration the recovery or resale value associated with these vehicles. 
We believe that it is not reasonably likely that we will be required to perform under these guarantee 
agreements or that any performance requirement would have a material impact on our consolidated 
financial statements. 


b. Litigation 


We are involved in litigation from time to time in the ordinary course of business with a portion of the 
defense and/or settlement costs being covered by various commercial liability insurance policies purchased 
by us. In the opinion of management, no material legal proceedings are pending to which we, or any of our 
properties, are subject. We record legal costs associated with loss contingencies as expenses in the period 
in which they are incurred. 


11. Related Party Transactions 


We lease space to an affiliated company, Schooner Capital LLC (“Schooner”), for its corporate 
headquarters located in Boston, Massachusetts. For the years ended December 31, 2004, 2005 and 2006, 
Schooner paid rent to us totaling $153, $161 and $167, respectively. We lease facilities from an officer. Our 
aggregate rental payment for such facilities during 2004, 2005 and 2006 was $955, $978 and $1,113, 
respectively. 


We have an agreement with Leo W. Pierce, Sr., our former Chairman Emeritus and the father of 
J. Peter Pierce, our former director, that requires pension payments of $8 per month until his death. The 
estimated remaining benefit is recorded in accrued expenses in the accompanying consolidated balance 
sheets in the amount of $634 as of December 31, 2006. 


In December 2005, IME made a $2,860 investment in a Polish joint venture in which one of our 
directors has an indirect 20% interest. 
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12. 401(k) Plans 


We have a defined contribution plan, which generally covers all non-union U.S. employees meeting 
certain service requirements. Eligible employees may elect to defer from 1% to 25% of compensation per 
pay period up to the amount allowed by the Internal Revenue Code. In addition, IME operates a defined 
contribution plan, which is similar to the U.S.’s 401(k) Plan. We make matching contributions based on the 
amount of an employee’s contribution in accordance with the plan documents. We have expensed $4,320, 
$6,737 and $9,997 for the years ended December 31, 2004, 2005 and 2006, respectively. 


13. London Fire 


In July 2006, we experienced a significant fire in a records and information management facility in 
London, England that resulted in the complete destruction of the leased facility. London fire authorities 
recently issued a report in which it was concluded that the fire resulted from a deliberate act of arson; the 
report also stated that the actions of a guard employed by a third-party security service contractor resulted 
in the disabling of the automatic sprinkler system in the building. 


We believe we carry adequate property and liability insurance. We do not expect that this event will 
have a material impact to our consolidated results of operations or financial condition. Revenues from this 
facility represent less than 1% of our consolidated enterprise revenues. As of December 31, 2006, we have 
approximately $9,600 recorded as an insurance receivable which is included in prepaid expenses and other 
in the accompanying consolidated balance sheet which primarily represents the net book value of the 
property, plant and equipment associated with this facility at the time of the incident, net of $1,750 of 
property insurance proceeds received through IME’s October 31, 2006 fiscal year-end. Subsequent to 
IME’s October 31, 2006 fiscal year-end, IME received payment from our insurance carrier of 
approximately 8,600 British pounds sterling ($16,850). We expect to utilize cash received from our 
insurance carriers to fund capital expenditures and for general working capital needs. Such amount 
represents a portion of our business personal property, business interruption, and expense claims with our 
insurance carrier. We will record approximately $8,833 to other (income) expense, net in the first quarter 
of 2007 related to recoveries associated with our business interruption portion of our insurance claim to 
date. We expect to settle the remaining property portion of our insurance claim with our insurance carriers 
within the next twelve months and have, therefore, classified the remaining insurance receivable as a 
current asset. We expect to receive recoveries related to our property claim with our insurance carriers that 
will exceed the carrying value of such assets. We, therefore, expect to record gains on the 
disposal/writedown of property, plant and equipment, net in our statement of operations in future periods 
when the cash received to date exceeds the remaining carrying value of the related property, plant and 
equipment, net. Recoveries from the insurance carriers related to business personal property claims are 
reflected in our statement of cash flows under proceeds from sales of property and equipment and other, 
net included in investing activities section when received. Recoveries from the insurance carriers related to 
business interruption claims are reflected in our statement of cash flows as a component of net income 
included in the operating activities section when received. 
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14. Subsequent Events 


In January 2007, we completed an offering of 225,000 Euro in aggregate principal amount of our 64% 
Euro Senior Subordinated Notes due 2018, which were issued at a price of 98.99% of par and priced to 
yield 6.875%. Our net proceeds of 219,200 Euro ($283,820),after paying the underwriters’ discounts and 
commissions and estimated expenses (excluding accrued interest payable by purchasers of the notes from 
October 17, 2006). These net proceeds were used to repay outstanding indebtedness under the IMI term 
loan and revolving credit facilities. We recorded a charge to other (income) expense, net of $503 in the 
first quarter of 2007 related to the early retirement of the IMI term loans, representing the write-off of a 
portion of our deferred financing costs. In addition, in January, 2007 we entered into forward contracts to 
exchange U.S. dollars for 96,000 Euros and 194,000 CAD for 127,500 Euros to hedge our intercompany 
exposures with Canada and our subsidiaries whose functional currency is the Euro. These forward 
contracts settle on a monthly basis, at which time we enter into new forward contracts for the same 
underlying amounts, to continue to hedge movements in CAD and Euros against the USS. dollar. At the 
time of settlement, we either pay or receive the net settlement amount from the forward contract. 
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized. 


IRON MOUNTAIN INCORPORATED 


By: /s/ C. RICHARD REESE 


C. Richard Reese 
Chairman of the Board and 
Chief Executive Officer 


Dated: March 1, 2007 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed 
below by the following persons on behalf of the registrant and in the capacities and on the dates indicated. 


Name Title Date 
/s/ C. RICHARD REESE Chairman of the Board of Directors and Chief March 1, 2007 
C. Richard Reese Executive Officer 
/s/ BOB BRENNAN President and Chief Operating Officer March 1, 2007 


Bob Brennan 


/s/ JOHN F. KENNY, JR. Executive Vice President, Chief Financial March 1, 2007 
John F. Kenny, Jr. Officer and Director (Principal Financial 
Officer and Principal Accounting Officer) 


/s/ CLARKE H. BAILEY Director March 1, 2007 
Clarke H. Bailey 


/s/ CONSTANTIN R. BODEN Director March 1, 2007 
Constantin R. Boden 


/s/ KENT P. DAUTEN Director March 1, 2007 
Kent P. Dauten 


/s/ ARTHUR D. LITTLE Director March 1, 2007 
Arthur D. Little 


/s/ VINCENT J. RYAN Director March 1, 2007 
Vincent J. Ryan 
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Certain exhibits indicated below are incorporated by reference to documents we have filed with the 
Commission. Exhibit numbers in parentheses refer to the exhibit numbers in the applicable filing (which 
are identified in the footnotes appearing at the end of this index). Each exhibit marked by a pound sign (#) 
is a management contract or compensatory plan. 


Exhibit Item Exhibit 
2.1 Agreement, dated July 12, 2003, between Hays plc and Iron (2.1)¢9 
Mountain Europe Limited (portions of which have been omitted 
pursuant to a request for confidential treatment). 
2.2 Agreement and Plan of Merger by and between Iron Mountain (2.1) 
Incorporated, a Pennsylvania corporation, and the Company, 
dated as of May 27, 2005. 


3.1 Amended and Restated Certificate of Incorporation of the Filed herewith as Exhibit 3.1 
Company, as amended. 

3.2 Bylaws of the Company. (3.2) 

3.3 Declaration of Trust of IM Capital Trust I, dated as of (4.15) 


December 10, 2001 among the Company, The Bank of 
New York, The Bank of New York (Delaware) and 
John P. Lawrence, as trustees. 

3.4 Certificate of Trust of IM Capital Trust I. (4.17) 

41 Indenture for 8'/4% Senior Subordinated Notes due 2011, dated (10.1) 
April 26, 1999, by and among the Company, certain of its 
subsidiaries and The Bank of New York, as trustee. 

4.2 Supplemental Indenture, dated as of July 24, 2006, by and among (4.1)° 
the Company, the Guarantors named therein and The Bank of 
New York Trust Company, N.A., as trustee. 

43 Indenture for 8°/8% Senior Subordinated Notes due 2008, dated (4.1) 
as of April 3, 2001, among the Company, the Guarantors named 
therein and The Bank of New York, as trustee. 

4.4 First Supplemental Indenture, dated as of April 3, 2001, among (4.2)® 
the Company, the Guarantors named therein and The Bank of 
New York, as trustee. 

4.5 Second Supplemental Indenture, dated as of September 14, 2001, (4.7)0) 
among the Company, the Guarantors named therein and The 
Bank of New York, as trustee. 

4.6 Indenture for 74% Senior Subordinated Notes due 2014, dated (4)°) 
as of January 22, 2004, by and among the Company, the 
Guarantors named therein and The Bank of New York, as 
trustee. 

4.7 Senior Subordinated Indenture, dated as of December 30, 2002, (4.7)09 
among the Company, the Guarantors named therein and The 
Bank of New York, as trustee. 

4.8 First Supplemental Indenture, dated as of December 30, 2002, (4.8)0 
among the Company, the Guarantors named therein and The 
Bank of New York, as trustee. 

4.9 Second Supplemental Indenture, dated as of June 20, 2003, (4.9)0) 
among the Company, the Guarantors named therein and The 
Bank of New York, as trustee. 

4.10 Third Supplemental Indenture, dated as of July 17, 2006, by and (4. 
among the Company, the Guarantors named therein and The 
Bank of New York Trust Company, N.A., as trustee. 

4.11 Fourth Supplemental Indenture, dated as of October 16, 2006, by (4.1)°” 
and among the Company, the Guarantors named therein and The 
Bank of New York Trust Company, N.A., as trustee. 

4.12 Fifth Supplemental Indenture, dated as of January 19, 2007, by (4.1) 
and among the Company, the Guarantors named therein and The 
Bank of New York Trust Company, N.A., as trustee. 

4.13 Amendment No. 1 to Fifth Supplemental Indenture, dated as of Filed herewith as Exhibit 4.13 
February 23, 2007, by and among the Company, the Guarantors 
named therein and The Bank of New York Trust Company, N.A., 
as trustee. 

4.14 Form of stock certificate representing shares of Common Stock, (4.1) 
$.01 par value per share, of the Company. 
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Exhibit 
10.1 


10.2 
10.3 
10.4 


10.5, 
10.6 


10.7 
10.8 


10.9 
10.10 


10.11 


10.12 
10.13 


10.14 


10.15 
10.16 
10.17 
10.18 
10.19 
10.20 
10.21 
10.22 
10.23 
10.24 
10.25 
10.26 
10.27 


10.28 


10.29 


10.30 


10.31 


Item 

Iron Mountain Incorporated Executive Deferred Compensation 
Plan.(#) 

2002 Amendment to Iron Mountain Incorporated Executive 
Deferred Compensation Plan.(#) 

First Amendment to Iron Mountain Incorporated Executive 
Deferred Compensation Plan.(#) 

Second Amendment to Iron Mountain Incorporated Executive 
Deferred Compensation Plan.(#) 

Nonqualified Stock Option Plan of Pierce Leahy Corp.(#) 
Iron Mountain Incorporated 1997 Stock Option Plan, as 
amended.(#) 

Iron Mountain/ATSI 1995 Stock Option Plan.(#) 

Iron Mountain Incorporated 1995 Stock Incentive Plan, as 
amended.(#) 

Iron Mountain Incorporated 2002 Stock Incentive Plan.(#) 
Second Amendment to the Iron Mountain Incorporated 2002 
Stock Incentive Plan.(#) 

Form of Iron Mountain Incorporated 1995 Stock Incentive Plan 
Amended and Restated Non-Qualified Stock Option 
Agreement.(#) 
Form of Iron Mountain Incorporated 1995 Stock Incentive Plan 
Incentive Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 1995 Stock Incentive Plan 
Non-Qualified Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 1995 Stock Incentive Plan 
Amended and Restated Iron Mountain Non-Qualified Stock 
Option Agreement.(#) 

Form of Iron Mountain Incorporated 1995 Stock Incentive Plan 
Incentive Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 1995 Stock Incentive Plan 
Non-Qualified Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 1997 Stock Option Plan 
Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 1997 Stock Option Plan 
Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 2002 Stock Incentive Plan 
Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 2002 Stock Incentive Plan 
Stock Option Agreement.(#) 

2005 Categories of Criteria under the 2003 Senior Executive 
Incentive Plan.(#) 

Summary Description of Compensation Plan for Executive 
Officers.(#) 

Iron Mountain Incorporated 2003 Senior Executive Incentive 
Program.(#) 

Amendment to the Iron Mountain Incorporated 2003 Senior 
Executive Incentive Program. 

Iron Mountain Incorporated 2006 Senior Executive Incentive 
Program.(#) 

Compensation Plan for Non-Employee Directors.(#) 

Amended and Restated Registration Rights Agreement, dated as 
of June 12, 1997, by and among the Company and certain 
stockholders of the Company.(#) 

Master Lease and Security Agreement, dated as of May 22, 2001, 
between Iron Mountain Statutory Trust—2001, as Lessor, and 
Iron Mountain Records Management, Inc., as Lessee. 
Amendment No. 1 to Master Lease and Security Agreement, 
dated as of November 1, 2001 between Iron Mountain Statutory 
Trust—2001, as Lessor, and Iron Mountain Records 
Management, Inc., as Lessee. 

Amendment to Master Lease and Security Agreement and 
Unconditional Guaranty, dated March 15, 2002, between Iron 
Mountain Statutory Trust—2001, Iron Mountain Information 
Management, Inc. and the Company. 

Unconditional Guaranty, dated as of May 22, 2001, from the 
Company, as Guarantor, to Iron Mountain Statutory 
Trust—2001, as Lessor. 
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Exhibit 
(10.7) 


Filed herewith as Exhibit 10.2 
Filed herewith as Exhibit 10.3 
Filed herewith as Exhibit 10.4 


(10.3) 
(10.9) 


(10.2) 
(10.3)® 


(10.8)°9) 
(10.1) 


(10.9)7) 


(10.10)? 
(10.11)? 


(10.12)? 


(10.13)¢?) 
(10.14)0?) 
(10.15)¢? 
(10.16) 0”) 
(10.17) 0? 
(10.18)°” 
(10.1) 
Filed herewith as Exhibit 10.22 
(10.4) 
(10.2)e 
(10.3)e 
(10.4)° 
(10.1) 


(10.1) 


(10.28) 


(10.6)2) 


(10.2) 


Exhibit 
10.32 


10.33 


10.34 


10.35 


10.36 


10.37 


10.38 


10.39 


10.40 


Item Exhibit 
Subsidiary Guaranty, dated as of May 22, 2001, from certain (10.36)") 
subsidiaries of the Company as guarantors, for the benefit of Iron 

Mountain Statutory Trust—2001 and consented to by Bank of 

Nova Scotia. 

Guaranty Letter, dated December 31, 2002, to Scotiabanc, Inc. (10.37) 
from Iron Mountain Information Services, Inc., as Lessee and the 

Company as Guarantor. 

Master Construction Agency Agreement, dated as of May 22, (10.3) 
2001, between Iron Mountain Statutory Trust—2001, as Lessor, 

and Iron Mountain Records Management, Inc., as Construction 

Agent. 

Composite Copy of the Multi-Currency Term, Revolving Credit (10.5)°) 
Facilities Agreement, dated as of March 4, 2004, as amended and 

in effect on the date hereof, among Iron Mountain Europe 

Limited, certain lenders party thereto, Barclays Capital and The 

Governor and Company of the Bank of Scotland, as arrangers, 

and The Governor and Company of the Bank of Scotland as the 

facility agent, and security trustee. 

Seventh Amended and Restated Credit Agreement dated as of (10.1)¢° 
July 8, 2004 among the Company, Iron Mountain Canada 

Corporation, certain lenders party thereto, Fleet National Bank, 

as Syndication Agent, Wachovia Bank, National Association and 

The Bank of Nova Scotia, as Co-Documentation Agents, 

J.P. Morgan Securities Inc., as lead arranger and bookrunner, 

JPMorgan Chase Bank, Toronto Branch as Canadian 

Administrative Agent and JPMorgan Chase Bank, as 

Administrative Agent. 

First Amendment, dated as of November 9, 2004, to the Seventh (10.1)@ 
Amended and Restated Credit Agreement, dated as of July 8, 

2004, as amended, among the Company, Iron Mountain Canada 

Corporation, the several banks and other lending institutions or 

entities from time to time parties thereto, Bank of America, N.A. 

(f/k/a Fleet National Bank), as Syndication Agent, Wachovia 

Bank, National Association and The Bank of Nova Scotia, as Co- 

Documentation Agents, JPMorgan Chase Bank, Toronto Branch, 

as the Canadian Administrative Agent, JPMorgan Chase Bank, as 

Administrative Agent, and J.P. Morgan Securities Inc., as 

arranger and bookrunner. 

Second Amendment, dated as of October 31, 2005, to the (10.2)@ 
Seventh Amended and Restated Credit Agreement, dated as of 

July 8, 2004, as amended, among the Company, Iron Mountain 

Canada Corporation, the several banks and other lending 

institutions or entities from time to time parties thereto, Bank of 

America, N.A., as Syndication Agent, Wachovia Bank, National 

Association and The Bank of Nova Scotia, as Co-Documentation 

Agents, JPMorgan Chase Bank, N.A., Toronto Branch (f/k/a 

JPMorgan Chase Bank, Toronto Branch), as the Canadian 

Administrative Agent, JPMorgan Chase Bank, N.A. (f/k/a 

JPMorgan Chase Bank), as Administrative Agent, and 

J.P. Morgan Securities Inc., as arranger and bookrunner. 

Third Amendment, dated as of August 16, 2006, to the Seventh (10.1)¢% 
Amended and Restated Credit Agreement, dated as of July 8, 

2004, as amended, among the Company, Iron Mountain Canada 

Corporation, the several banks and other lending institutions or 

entities from time to time parties thereto, Bank of America, N.A., 

as Syndication Agent, Wachovia Bank, National Association and 

The Bank of Nova Scotia, as Co-Documentation Agents, 

JPMorgan Chase Bank, Toronto Branch, as the Canadian 

Administrative Agent, JPMorgan Chase Bank, N.A., as 

Administrative Agent, and J.P. Morgan Securities Inc., as 

arranger and bookrunner. 

Agreement of Resignation, Appointment and Acceptance, dated (10.1)°9 
as of January 28, 2005, by and among the Company, The Bank of 

New York, as prior trustee, and The Bank of New York Trust 

Company, N.A., as successor trustee, relating to the Indenture for 

8%% Senior Subordinated Notes due 2011, dated as of April 26, 

1999, 
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Exhibit Item Exhibit 
10.41 Agreement of Resignation, Appointment and Acceptance, dated (10.2)°9 
as of January 28, 2005, by and among the Company, The Bank of 
New York, as prior trustee, and The Bank of New York Trust 
Company, N.A., as successor trustee, relating to the Indenture for 
8% Senior Subordinated Notes due 2013, dated as of 
April 3, 2001. 
10.42 Agreement of Resignation, Appointment and Acceptance, dated (10.3)? 
as of January 28, 2005, by and among the Company, The Bank of 
New York, as prior trustee, and The Bank of New York Trust 
Company, N.A., as successor trustee, relating to the Senior 
Subordinated Indenture for 74% Senior Subordinated Notes due 
2015 and 6%% Senior Subordinated Notes due 2016, dated as of 
December 30, 2002. 


12 Statement re: Computation of Ratios. Filed herewith as Exhibit 12 

21 Subsidiaries of the Company. Filed herewith as Exhibit 21 
23.1 Consent of Deloitte & Touche LLP (Iron Mountain Filed herewith as Exhibit 23.1 

Incorporated, Delaware). 

31.1 Rule 13a-14(a) Certification of Chief Executive Officer. Filed herewith as Exhibit 31.1 
31.2 Rule 13a-14(a) Certification of Chief Financial Officer. Filed herewith as Exhibit 31.2 
32.1 Section 1350 Certification of Chief Executive Officer. Furnished herewith as Exhibit 32.1 
32.2 Section 1350 Certification of Chief Financial Officer. Furnished herewith as Exhibit 32.2 


(1) Filed as an Exhibit to Iron Mountain/DE’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1997, filed with the 
Commission, File No. 0-27584. 


(2) Filed as an Exhibit to Iron Mountain/DE’s Current Report on Form 8-K dated March 9, 1998, filed with the Commission, 
File No. 0-27584. 


(3) Filed as an Exhibit to Iron Mountain/DE’s Current Report on Form 8-K dated April 16, 1999, filed with the Commission, File 
No. 0-27584. 


(4) Filed as an Exhibit to Iron Mountain/DE’s Current Report of Form 8-K dated May 11, 1999, filed with the Commission, File 
No. 0-27584. 


(5) Filed as an Exhibit Amendment No. 1 to Pierce Leahy’s Registration Statement No. 333-9963, filed with the Commission on 
October 4, 1996. 


(6) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated February 1, 2000, filed with the Commission, File 
No. 1-13045. 


(7) Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2000, filed with the 
Commission, File No. 1-13045. 


(8) Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2001, filed with the 
Commission, File No. 1-13045. 


(9) Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2001, filed with the 
Commission, File No. 1-13045. 


(10) Filed as an Exhibit to the Company’s Registration Statement No. 333-75068, filed with the Commission on December 13, 2001. 


(11) Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2001, filed with the 
Commission, File No. 1-13045. 


(12) Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2002, filed with the 
Commission, File No. 1-13045. 


(13) Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2002, filed with the 
Commission, File No. 1-13045. 


(14) Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2003, filed with the 
Commission, File No. 1-13045. 


(15) Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2003, filed with the 
Commission, File No. 1-13045. 


(16) Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2004, filed with the 
Commission, File No. 1-13045. 
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(17) Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2004, filed with the 
Commission, File No. 1-13045. 


(18) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated April 5, 2005, filed with the Commission, File 
No. 1-13045. 


(19) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated May 27, 2005, filed with the Commission, File 
No. 1-13045. 


(20) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated June 1, 2006, filed with the Commission, File 
No. 1-13045. 


(21) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated June 23, 2006, filed with the Commission, File 
No. 1-13045. 


(22) Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2006, filed with the 
Commission, File No. 1-13045. 


(23) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated July 11, 2006, filed with the Commission, File 
No. 1-13045. 


(24) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated July 20, 2006, filed with the Commission, File 
No. 1-13045. 


(25) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated July 28, 2006, filed with the Commission, File 
No. 1-13045. 


(26) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated August 29, 2006, filed with the Commission, File 
No. 1-13045. 


(27) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated October 17, 2006, filed with the Commission, File 
No. 1-13045. 


(28) Filed as an Exhibit to the Company’s Current Report on Form 8-K dated January 24, 2007, filed with the Commission, 
File No. 1-13045. 
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CORPORATE INFORMATION 


SHAREHOLDER INFORMATION 


Transfer Agent, Trustee 

and Registrar 

The Bank of New York 
800/524-4458 

610/382-7833 (outside the U.S.) 
888/269-5221 (Hearing Impaired 
—TDD Phone) 

E-Mail: shareowners@bankofny.com 
Website: www.stockbny.com 


Address Shareholder Inquiries to: 
Shareholder Relations Department 
P.O. Box 11258 

Church Street Station 

New York, NY 10286 


Send Certificates for Transfer and 
Address Changes to: 

Receive and Deliver Department 
P.O. Box 11002 

Church Street Station 

New York, NY 10286 


Corporate Headquarters 
Iron Mountain Incorporated 
745 Atlantic Avenue 

Boston, MA 02111 
800/935-6966 
www.ironmountain.com 


Common Stock Data 

Traded: NYSE 

Symbol: IRM 

Beneficial Shareholders: more than 


Investor Relations 

Stephen P. Golden 

Director, Investor Relations 
Iron Mountain Incorporated 
745 Atlantic Avenue 

Boston, MA 02111 


617/535-4799 
www.ironmountain.com 


Annual Meeting Date 

Iron Mountain Incorporated will 
conduct its annual meeting of 
shareholders on Thursday, May 24, 
2007, 10:00 A.M. at the offices of 
Sullivan & Worcester LLP 

One Post Office Square 

Boston, MA 02109 


Independent Registered Public 
Accounting Firm 

Deloitte & Touche LLP 

200 Berkeley Street 

Boston, MA 02116 


Counsel 

Sullivan & Worcester LLP 
One Post Office Square 
Boston, MA 02109 


Dividends 

The only dividend we have paid on 
our common stock during the last 
two years was the stock dividend 
paid in connection with the stock 


Our Board currently intends to 
retain future earnings, if any, for 
the development of our business 
and does not anticipate paying 
cash dividends on our common 
stock in the foreseeable future. 
Any determinations by our Board 
to pay cash dividends on our 
common stock in the future will be 
based primarily upon our financial 
condition, results of operations 
and business requirements. Our 
credit facility contains provisions 
permitting the payment of cash 
dividends and stock repurchases 
subject to certain limitations. 


Other Information 

We have included as Exhibit 31 

to our Annual Report on Form 

10-K for fiscal year 2006 filed 

with the Securities and Exchange 
Commission certificates of our 
Chief Executive Officer and Chief 
Financial Officer certifying the 
quality of our public disclosure, and 
we have submitted to the New 
York Stock Exchange a certificate 
of our Chief Executive Officer certi- 
fying that he is not aware of any 
violation by the Company of New 
York Stock Exchange corporate 
governance listing standards. 


77,000 


split on December 29, 2006. 


CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 


We have made statements in this report that constitute “forward- 
looking statements” as that term is defined in the Private Securities 
Litigation Reform Act of 1995 and other federal securities laws. 
These forward-looking statements concern our operations, economic 
performance, financial condition, goals, beliefs, future growth 
strategies, investment objectives, plans and current expectations. 
The forward-looking statements are subject to various known and 
unknown risks, uncertainties and other factors. When we use words 
such as “believes,” “expects,” “anticipates,” “estimates” or similar 
expressions, we are making forward-looking statements. 


nou nu 


Although we believe that our forward-looking statements are based on 
reasonable assumptions, our expected results may not be achieved, and 
actual results may differ materially from our expectations. Important 
factors that could cause actual results to differ from expectations 
include, among others: 


+ changes in customer preferences and demand for our services; 


+ changes in the price for our services relative to the cost of providing 
such services; 


+ in the various digital businesses in which we are engaged, capital 
and technical requirements will be beyond our means, markets for 
our services will be less robust than anticipated, or competition will 
be more intense than anticipated; 


* the cost to comply with current and future legislation or regulation 
relating to privacy issues; 


* the impact of litigation that may arise in connection with incidents 
of inadvertent disclosures of customers’ confidential information; 


+ our ability or inability to complete acquisitions on satisfactory terms 
and to integrate acquired companies efficiently; 


+ the cost and availability of financing for contemplated growth; 


* business partners upon whom we depend for technical assistance 
or management and acquisition expertise outside the U.S. will not 
perform as anticipated; 


+ changes in the political and economic environments in the countries 
in which our international subsidiaries operate; and 


* other trends in competitive or economic conditions affecting 
our financial condition or results of operations not presently 
contemplated. 


You should not rely upon forward-looking statements except as 
statements of our present intentions and of our present expectations, 
which may or may not occur. You should read these cautionary statements 
as being applicable to all forward-looking statements wherever they 
appear. Except as required by law, we undertake no obligation to release 
publicly the result of any revision to these forward-looking statements 
that may be made to reflect events or circumstances after the date 
hereof or to reflect the occurrence of unanticipated events. Readers are 
also urged to carefully review and consider the various disclosures we 
have made in this document, as well as our other periodic reports filed 
with the Securities and Exchange Commission. 


CORPORATE DIRECTORS AND OFFICERS 


DIRECTORS® 
C. Richard Reese’ 


Chairman of the Board of Directors 


and Chief Executive Officer 
Iron Mountain Incorporated 
Boston, MA 
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Constantin R. Boden?:3:4 
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New York, NY 


SENIOR OFFICERS 
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President, Iron Mountain Europe 


Gregory Nicastro 
Executive Vice President, 
Integrated Solutions 

and Development 


Kent P. Dauten?:3 
Managing Director 
Keystone Capital, Inc. 
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Executive Vice President and 
Chief Financial Officer 
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Boston, MA 
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Principal 


A & J Acquisition Company, Inc. 
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Robert Brennans 
President and 
Chief Operating Officer 


Harold E. Ebbighausen 
Group President, 
North American Operations 


John Clancy 
President, lron Mountain Digital 


Kevin B. Roden 
Executive Vice President and 
Chief Information Officer 


SENIOR STAFF, FIELD & SALES OFFICERS 
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Richard Boland 
Andrew Brown 
William Brown 
John Bunyan 
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Michael Delaney 


Vincent J. Ryan' 
Chairman and 

Chief Executive Officer 
Schooner Capital LLC 
Boston, MA 


Laurie A. Tucker 4 
Senior Vice President of Marketing 
FedEx Corporate Services, Inc. 


John F. Kenny, Jrs 
Executive Vice President and 
Chief Financial Officer 


Ross Engelman 
Group President, Latin America 
& COMAC 


Robert G. Miller 
Group President, Asia Pacific 


Linda Rossetti 

Executive Vice President, 
Human Resources 
& Administration 


Joseph DeSalvo 
James Dodson 
Fred Engel 
Sandra Harcourt 
Michael Holland 
lan Hollow 
Mark Hooper 
Jeffrey Johnson 


Michael H. Karp 


1 Member of the Executive Committee (Mr. Ryan is Chairman) 
2 Member of the Audit Committee (Mr. Boden is Chairman) 
3 Member of the Compensation Committee (Mr. Bailey is Chairman) 


4 Member of the Nominating/Governance Committee (Mr. Little is Chairman) 


s Subject to Section 16 reporting requirements 


John P. Lawrence 
Pierre Matteau 
Brian Murphy 
Steve Nottingham 
Barry J. Payne 
John Petralia 

Ted Prittie 
Kenneth A. Rubin 
T. Anthony Ryan 


Andres Schwarzenberg 
Wayne Stockbridge 
Robert P. Swift 

John T. Tomovcsik 
Hartmut Wagner 

Jack Walker 

Garry B. Watzke 
Richard Wilder 


OPERATIONAL LOCATIONS 


PHYSICAL BUSINESS OPERATIONS 


Asia Pacific 
Australia 
China* 

Hong Kong-SAR* 
India* 
Indonesia* 
Malaysia* 
New Zealand 
Singapore* 
Sri Lanka* 
Taiwan* 


Europe 
Austria 
Belgium 
Czech Republic 
Denmark* 
England 
France 
Germany 
Hungary 
Italy 
Netherlands 


(As of 3/31/07) 


Norway 

Northern Ireland 
Poland 

Scotland 

Turkey* 

Republic of Ireland 
Romania 

Russia* 

Slovak Republic 
Spain 


*New location in 2006 


DIGITAL SOLUTIONS DEPLOYED 


Africa 
Algeria 
Angola 
Cameroon 
Chad 
Congo 
Egypt 
Equatorial Guinea 
Gabon 
Nigeria 
South Africa 


Asia 

Azerbaijan 
China 

Cyprus 

Hong Kong-SAR 
India 

Indonesia 

Israel 

Japan 


South Korea 
Kuwait 
Malaysia 
Oman 
Pakistan 
Philippines 
Qatar 

Saudi Arabia 
Singapore 
Taiwan 
Thailand 
Turkey 
United Arab Emirates 
Viet Nam 
Yemen 


Europe 

Austria 
Belgium 
Croatia 

Czech Republic 
Denmark 


Estonia 
Finland 
France 
Germany 
Greece 
Hungary 
Republic of Ireland 
Italy 
Lithuania 
Luxembourg 
Montenegro 
The Netherlands 
Norway 
Poland 
Portugal 
Romania 
Russia 
Slovakia 
Slovenia 
Spain 
Sweden 


Latin America 
Argentina 
Brazil 

Chile 

Mexico 

Peru 


North America 
Canada 
United States 


Switzerland 
United Kingdom 


North America 
Canada 

Costa Rica 
Dominican Republic 
Mexico 

United States 
Virgin Islands (US) 


Oceania 
Australia 
New Zealand 


South America 
Argentina 
Brazil 

Chile 

Ecuador 
Venezuela 
Columbia 
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